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WEDNESDAY, MAY 11, 1960 
U.S. SENATE, 


SuBCOMMITTEE ON IRRIGATION AND RECLAMATION OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to call, in room 3110, 
New Senate Office Building, Hon. Thomas H. Kuchel (chairman of 
the subcommittee) presiding. 

Present : Senators Kuchel and Allott. 

Senator Kucueu. The subcommittee will come to order. 

The hearing this morning concerns S, 3222, introduced by Messrs. 
Bartlett and Gruening, providing for a modification of the Eklutna 
project, Alaska. 

(S. 3222 and the report of the Interior Department thereon follow :) 


[S. 3222, 86th Cong., 2d sess.] 


A BILL To authorize the modification or reconstruction of certain works of the Eklutna 
project, Alaska, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of the Interior is hereby 
authorized to undertake such modification or reconstruction of the works of the 
Eklutna project, Alaska, heretofore authorized for construction by the Act of 
July 31, 1950 (64 Stat. 382), as amended, as may be necessary in order to pro- 
vide increased storage for power generation: Provided, That the city of An- 
chorage shall advance to the United States sufficient funds, to be available for 
expenditure in like manner as if ‘specifically appropriated, to finance the cost of 
= modification or reconstruction of project works undertaken pursuant to this 

ct. 

Sec. 2. The Secretary may enter into an agreement with the city of Anchorage 
for a period of not to exceed fifty years for the sale to said city of all additional 
electric power generated at the Eklutna project by reason of the construction 
authorized by this Act. The sale of electric power to the city pursuant to such 
agreement shall be at rates established pursuant to section 2 of the Act of July 
31, 1950, as amended, with an appropriate adjustment to take into account the 
amount of increase, if any, in operation, maintenance, and replacement costs of 
the project which may be attributable to the modification or reconstrutcion of 
project works authorized by this Act. The rates for the sale of electric power 
to the city may be discounted in such manner and amount as the Secretary 
deems appropriate: Provided, That the aggregate amount of ‘such discounts 
Py not exceed the amount of funds advanced by the city under section 1 of this 

ct. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 17, 1960, 
Hon. JAMES E. Murray, - 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MuRRAY: This responds to your request for the views of this 
Department on S. 3222, a bill to authorize the modification or reconstruction 
of certain works of the Eklutna project, Alaska, and for other purposes. 

We recommend enactment of this bill if it is amended as suggested hereafter, 

This bill would authorize a modification of the Eklutna Dam, Reservoir, and 
powerplant in accordance with a proposal of the city of Anchorage, Alaska, so 
as to provide increased storage for power generation. The Eklutna project is 
located in the vicinity of the city of Anchorage. The modification of the project 
would assist substantially in meeting the increased demands for power in that 
area. 

The current proposal would involve the construction of a higher earth dam 
at the outlet of Eklutna Lake. Modifications would also be necessary in the 
power facilities, especially the surge tank. The increased storage capacity and 
increase in power head would result in an additional 2,000 kilowatts of capacity 
at the Eklutna powerplant by use of the overload capacity of the generators. 

The city of Anchorage proposes to advance the funds to the Bureau of Rec- 
lamation necessary for the proposed construction work. The Bureau would 
design the facilities and contract for the new construction and modifications, 
the title to which, of course, would remain with the U.S. Government. All the 
incremental power and énefgy generated as a result of such modifications would 
be sold to the city of Anchorage. The sale of power to the city of Anchorage 
will be at the approved firm power rate, increased as necessary to take into 
account added operation, maintenance, and replacement for the modifications 
or reconstruction of the project works. The rate so calculated may be dis- 
counted to permit return to the city of not more than the amount of funds 
advanced by it. 

Specifically this legislation provides authority to construct the dam and neces- 
sary modifications of other features, to accept and expend funds advanced by 
the city, to sell the additional power and energy exclusively to the city fora 
period not to exceed 50 years, to discount the city’s power bills in an aggregate 
amount equal to the construction funds advanced, and to assess against the city 
any additional operation, maintenance, and replacement costs involved. 

While the Bureau of Reclamation has not studied this proposal in detail or 
prepared a feasibility report, preliminary figures indicate that the proposed 
modification of the project works would be feasible and justified. The prelimi- 
mary cost estimates for the work indicate that it will cost between $2,500,000 
and $3,500,000. Revenues from the sale of increased power and energy from 
the modified Eklutna powerplant over a 50-year period will return revenues 
sufficient to cover the operation, maintenance, and replacement of the additional 
of the additional facilities, and to amortize the construction cost. 

The project would involve no construction cost to the Government and would 
have no adverse effect on the repayment of the existing investment in the 
Eklutna project. It would, however, adversely affect some other preference 
customers by decreasing the amounts of nonfirm energy otherwise available to 
them. This results from converting some of the past nonfirm generation to 
firm. Sales of nonfirm energy during the calendar year 1959 have been made to 
the following: 

Kilowatt- 

hours 
Chugach Electric Association 7, 265, 720 
I UE I NE cscs ivnitnrtersspea nei jonas aerelstitictaiooncl 5, 442, 200 
NE AE GE I insiticnpninccnnteniamennsntmanuamnaniin 2, 391, 400 


Elimination of these sales will result in increased costs to these customers 
since they will have to purchase energy from other sources or generate a mounts 
of energy from their own facilities. 
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In the event that the legislation is enacted, the Department intends to per- 
form such studies and prepare such designs and estimates as are necessary to 
confirm the preliminary findings of feasibility. For that reason, we recommend 
that line 3, page 1, of the bill be amended to read as follows: “That, contingent 
upon a determination of feasibility by the Secretary of the Interior, he is hereby 
authorized to”. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Fred G. AANDAHL, 
Assistant Secretary of the Interior. 


Senator Kucnen. We are here primarily to hear the testimony of 
Mr. George Shannon, city manager of Anchorage, Alaska, as to the 
position which that community takes with respect to the legislation, 
and other witnesses thereafter will be heard. 

The Chair first is delighted to welcome the senior Senator from the 
State of Alaska here for a brief statement. 


STATEMENT OF HON. E. L. BARTLETT, A U.S. SENATOR FROM THE 
STATE OF ALASKA 


Senator Bartiterr. Thank you, Mr. Chairman. 

As you noted, S. 3222 was introduced by Senator Gruening and me. 
This was drafted following the meetings which I had last autumn in 
Anchorage; and it appealed to me particularly, because it represented 
as I thought a rather unique situation, where the Federal Government 
would not be asked to foals any financial contribution to the enlarge- 
ment of this hydroelectric project, and on the other hand the funds 
would be furnished by the city of Anchorage. 

I shall say only that Eklutna is the first Federal hydroelectric proj- 
ect to be operative in Alaska. It was built under the act of July 31, 
1950, an act which was subsequently amended, and the cost of the proj- 
ect was approximately $33 million. It is proving out. Without it 
there would have been a terrific and even an appalling power shortage 
inthat whole area. 

Now we reach the situation where even more power will be required. 
And in an effort to bring that additional power into being, I introduced 
8.3222. Its chief technical proponent is Mr. George C. Shannon, city 
manager of Anchorage, as you noted, who has come here especially to 
tell the committee about the need for additional power there. 

At this time I want to give you a copy of this telegram which came 
tome from Mayor Petrovich of Seward. 

Senator Kucuen. Thank you, Senator. The telegram will be made 
apart of the record. 

(The telegram referred to follows :) 


SEWARD, ALASKA, May 9, 1960. 
Senator E. L. BARTLETT, 
Washington, D.C.: 


_ City council Seward, Alaska, requests your consideration its position and 
interests as a prospective participant of Chugach electric hydropower re S. 3222 
and H.R. 11546. 


Mayor ALEx PETROVICH. 
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(Senator Bartlett subsequently submitted the following communi. 
cation which was ordered printed :) 


Homer ELectric ASSOCIATION, INc., 
Homer, Alaska, May 12, 1969, 
Hon. E. L. Barttett, 


U.S. Senate, ‘Washington, D.C. 


Dear SENATOR BARTLETT: The board of directors of the Homer Electric Associa. 
tion, Inc., held their regular monthly meeting on May 10, 1960. At this meeting 
a copy of a letter written by Mr. Orwoll, manager of Chugach Electric Associa. 
tion, was read and reviewed. The said letter being one written to you on 
April 19, 1960, and pertaining to S. 3222 introduced in your name and on behalf 
of Senator Gruening. 

We did not have a copy of S. 3222 nor a copy of the contract, between Chugach 
Electric Association and the Bureau of Reclamation, under which Chugach 
purchases power from the Bureau, therefore, our information is limited to the 
remarks as set forth in Mr. Orwoll’s letter. 

It appears that 8. 3222 may be an unequitable arrangement. If, as pointed 
out in the letter, it increases the cost of power to Chugach Blectric Association 
and increases the benefits to the city of Anchorage we would be in complete 
opposition to such an arrangement. The answer, of course, lies in a power-pool 
arrangement which has been advocated by this association for many years. 
This is a problem which should be handled on the local level with all coopera- 
tives and others represented. As far as the cooperatives are concerned there 
is no reason why a generation and transmission cooperative could not be formed. 
Under this arrangement all cooperatives can be represented and protected and 
the development of power could move ahead on a much more sound and equitable 
basis. This is brought out very clearly in Mr. Orwoll’s letter. 

We do not believe that anyone should be discriminated against, either by the 
city of Anchorage or Chugach Electric Association. We urge you to study this 
proposal very carefully and to do what is the best for the most people. Since 
we will be purchasing power from Chugach Electric Association in the near 
future any additional cost to them will increase our cost of power. We, there 
fore, respectfully request that you keep in mind that any advantages of the 
development of a public power site be of equal benefit to all users. 

Respectfully yours, 
Howarp MyYuitt, President. 


Senator Kucuext. The Chair now is happy to welcome the distin- 


guished junior Senator from the State of Alaska, to speak in behalf 
of the bill upon which he is a coauthor. 


STATEMENT OF HON. ERNEST GRUENING, A U.S. SENATOR FROM 
THE STATE OF ALASKA 


Senator Gruentne. Mr. Chairman and members of the subcom- 
mittee, as indicated by its title, the purpose of the bill upon which 
we are holding hearings today is to authorize the Bureau of Reclama- 
tion to construct certain modifications of the Eklutna project in 
Alaska. ee: 

Eklutna project, which was authorized by special legislation 
(Public Law 628) during the 81st Congress is the only Federal hydro- 
electric power project ever authorized and constructed in Alaska. As 
an aside, it might be pointed out that Alaska, with the richest potential 
for hydroelectric power development in the United States, has had 
the least proportionate investment of Federal funds for this purpose 
of any of the areas of this country having similar natural resources 
of power. 

Less than one quarter of 1 percent of the unmatched power re- 
sources of the 49th State have been developed throughout the history 
of Alaska. When consideration is given to the magnificent sites 
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along the Yukon where low cost hydroelectric power could be de- 
veloped, to say nothing of the Bradley Lake site in the Kenai area, 
ihe Snettisham project near Juneau, the Chakachatna site near An- 
chorage, and the numerous other places in Alaska where water 
resources could be used for the benefit of mankind, it is depressing 
that the Federal Government has not made greater progress in pro- 
viding power for our people. On the Yukon the Rampart Canyon 
site which has been studied by the Corps of Engineers could produce 
5 million kilowatts of hydroelectric power—more than two and one- 
half times the amount produced by Grand Coulee and more than all 
the TVA dams together. At Rampart the United States can con- 
struct the mightiest hydroelectric dam in the world—providing needed 
power for our defense and for our expanding peacetime needs and 
build a new frontier of opportunity on the last frontier. 

The place of Eklutna in this picture is very important. There is 
a growing need for low cost power generation in the Anchorage area 
to meet the needs of that city and the surrounding country. Thus, it 
is important to give careful consideration to the proposal embodied in 
S. 3222, as well as to other proposals for increasing power in the 
vicinity in order to determine how best this can be done for the welfare 
and economic development of Alaska. 

The present customers for Eklutna power, whose original contracts 
for purchase of energy were essential to initial authorization of the 
project, are the city of Anchorage, Alaska, and two Rural Electric 
Cooperative Associations, Chugach Electric Association and the 
Matanuska Electric Association. 

The Chugach is in the immediate environs of Anchorage, and the 
Matanuska is in the Matanuska Valley, which is about 50 miles north 
of Anchorage. 

All three are customers for shares of approximately 137 million 
kilowatt-hours of firm energy now produced by the project. In addi- 
tion to the firm power generated by the project, nonfirm power in an 
amount estimated variously at from 10 million to 20 million kilowatt- 
hours is generated and, as a matter of contract, is furnished to cus- 
tomers “normally maintaining generating facilities or other sources 
of energy sufficient to supply their requirements when dump energy 
isnot available.” At present, the Chugach Electric Association, which 
operates a steamplant providing supplies of power when the dump 
power is not available, is a customer for the nonfirm power produced 
during the summer months and available at lower cost than the firm 
power generated by the project. Elmendorf Air Force Base, located 
at Anchorage, is also a user of the low-cost dump power. 

Although not specifically described in the bill, it is informally 
understood that the nature of the modification which the bill would 
authorize is an increase in the height of the present Eklutna Dam, 
allowing additional water storage. The water which would be thus 
Impounded is the excess which provides the low-cost dump power dur- 
ing the summer months for which the Chugach Electric Association 
and Elmendorf Air Force Base are customers. 

It is of particular interest that the bill proposes that the cost of 
the modification would be entirely borne by the city of Anchorage, 
which would advance the sums needed to pay for this construction. 
In consideration of payment for the cost of the modification, the city 


55732—_60——2 
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of Anchorage would be entitled to receive all the additional povwe 
generated as a result of the increased storage for which provision 
would be made. | 

Senator Attorr. May I interrupt you there? 

Does the city of Anchorage have a municipal power system ? 

Senator Gruenina. Yes; it is publicly owned. 

It is the purpose of this hearing to clarify the following questions: 

(1) What is the nature of the modifications proposed, and what 
will be their effect upon the power supplies of the area ? 

(2) What will be the cost of these modifications ? 

(3) What will be the contractual arrangements between the city 
of Anchorage and the Bureau of Reclamation with respect to pay- 
ment of the cost of the modifications ? 

(4) What will be the effect of the modification on contractual rights 
of the customers of Eklutna power other than the city of Anchorage! 
That is to say, the two REA co-ops. 

(5) What alternate proposals for increasing power in the Anchor. 
age area should be explored ? 

Finally, the purpose of the hearing will be to determine whether the 
= osed legislation is in accord with the purpose of the original 

klutna authorization legislation, which provided that— 


Electric power and energy generated at the Eklutna project * * * shall be 
disposed of in such manner as to encourage the most widespread use thereof at 
the lowest possible rates to consumers consistent with sound business principles 
and the maintenance of adequate electric service. * * * 


It might be added, further, that it is our purpose to determine 
whether the proposed modification of the Eklutna project is designed 
for the benefit of Alaska and its economic development in the most 
effective manner. 


_ I would like, therefore, at this time to request that there be inserted 
in the record of this hearing communications received from the Alaska 


Rural Electric Cooperative Association, the Chugach Electric Asso- 
ciation, and the Matanuska Electric Association. 


Senator Kucuen. They will be received and made a part of the 
record. I thank you for an excellent statement, Senator. 
(The communications referred to follow :) 


ALASKA RURAL ELECTRIC COOPERATIVE ASSOCIATION, INC., 
Anchorage, Alaska, May 5, 1960. 
Hon. ERNEST GRUENING, 
U.S. Senate, Washington, D.C. 


DEAR Ernest: I refer to your letter of April 25 and your telegram of May 2 
concerning S. 3222, which would authorize the modification of the Eklutna 
project. I appreciate your thoughtfulness in inviting comment on this proposal. 

The Alaska Rural Electric Cooperative Association adopts and supports the 
comments and objections contained in the letter of Mr. Erling H. Orwoll, manager 
of Chugach Electric Association, Inc., dated April 16, 1960. These comments and 
objections were restated in his letter of April 19 to Senator Bartlett, a copy of 
which letter was forwarded to you and Mr. Rivers. ARECA also supports the 
position taken by Matanuska Electric Association, Inc., as outlined in Mr. Mason 
LaZelle’s letter. 

Mr. Orwoll’s letters make it abundantly clear that the modification col 
templated by S. 3222 would result in no increased power for the Anchorage area, 
is unnecessary, and would be adverse to the interests of CEA and MBA, as well 
as contrary to the interest of other utilities, e.g., city of Seward, Kenai Lake 
Electric Cooperative, Inc., and Homer Electric Association, Ine., all of which 
expect to purchase wholesale power from CEA. ‘The rate at which power }s 
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furnished these latter utilities will of necessity reflect any increased power 
costs which CEA must pay. Under these circumstances, I cannot see how the 
public interest would be served by permitting one utility, on the basis of a 
relatively small investment, to gain a disproportionate share of Eklutna power at 
the expense of these other utilities. You will recall that the firm contracts which 
CEA and MEA made with the Bureau of Reclamation for Eklutna power were 
essential to its economic feasibility and, therefore, its construction. It would 
certainly be most inequitable to enact legislation for the exclusive benefit of one 
utility customer and financially disadvantageous to the others. 

On behalf of the Alaska Rural Electric Cooperative Association, I urge you, 
Senator Bartlett, and Mr. Rivers to use your influence and vote to defeat S. 3222 
and its companion measure, H.R. 11546, and any other legislation having a similar 
purpose or effect. 

I hope that it will be possible for ARECA to be represented at the hearing on 
§. 3222 which is scheduled for May 11. Mr. Clyde M. Ardin, formerly CEA 
manager and still ARECA secretary, is now in Washington with ICA. Mr. 
Orwoll told me that Mr. Ardin will call at your office in the hope that he can 
appear at the hearing. He would be an exceptionally helpful witness because 
of his long association with CEA and his general knowledge of the subject. It 
is also fortunate that he could speak as an officer of ARECA. 

Thank you for the information contained in your letter of reference and the 
attachments thereto. Your continued efforts in behalf of power development in 
Alaska are very deeply appreciated. 

With warmest personal greetings, 

Sincerely, 
HENRY HEDBERG, President. 


CHUGACH ELECTRIC ASSOCIATION, INC., 
Anchorage, Alaska, April 18, 1960. 
Hon. ERNEST GRUENING, 
U.S. Senate, Washington, D.C. 


Deak SENATOR GRUENING: Thank you for the opportunity to comment on 
§. 3222 relating to the modification of the Eklutna project. Since this project 
is the largest single source of power for greater Anchorage and the Matanuska 
Valley, any modification which affects its output of energy or the cost thereof 
is of serious concern to those it serves. 

Under existing contracts, the Eklutna project is obligated to furnish 16,000 
kilowatts (72,883,200 kilowatt-hours) of firm power to the Anchorage Municipal 
Light & Power Department; 9,000 kilowatt (40,996,800 kilowatt-hours) to Chu- 
gach Electric Association, Inc.; and 5,000 kilowatts (22,776,000 kilowatt-hours) 
to Matanska Electric Association, Ine. (These three electric utilities will be 
called hereafter, respectively, “City,” “CEA,” and “MEA.’”’) For the purpose 
of calculating the return necessary to guarantee amortization of the public 
investment in the project, its annual capacity has been determined to be 137 
million kilowatt-hours of firm power and 20 million kilowatt-hours of nonfirm 
power. This nonfirm power, as a matter of contract, is furnished, as available, 
to those customers “normally maintaining generating facilities or other sources 
of energy sufficient to supply their requirements when dump energy is not avail- 
able,” a condition which only CEA is now able to satisfy. (I believe, however, 
that Elmendorf Air Force Base has been receiving dump power from the Eklutna 
project since 1956 on an interchange basis.) CEA received 7,265,720 kilowatt- 
hours of nonfirm power from Eklutna during 1959. The combined minimum 
annual capacity charges paid by these three utilities is $648,000. Of course, 
Substantially more than that amount is actually paid for electric energy. 

Parenthetically, I attach as exhibit 1 hereto a copy of table 23, found on 
page 67 of the “Financial Report of the City of Anchorage for 1958.” This 
table reflects credits against power costs which the city receives because the 
Bureau of Reclamation acquired the power system which the city formerly had 
on Eklutna Creek. These credits to the city are naturally reflected in the en- 
ergy costs to CEA and MEA. 

Under the modification contemplated by S. 3222, as I understand the proposal, 
the height of the Eklutna Dam would be raised to provide additional water 
storage. According to the local press, the cost of such modification would be 
approximately $2 million, all of which would be paid by the City. The addi- 
tional storage would presumably be sufficient to increase the firm power poten- 
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tial of the project by the amount of energy now classified as nonfirm, that is, 
by approximately 20 million kilowatt-hours, depending on water conditions, 
Since nonfirm, i.e., dump power would not be available after modification, the 
contractual provision concerning its’sale, as noted above, would be redundant 
and this very important source of lower cost. power would be lost to CEA and 
Elmendorf Air Force Base. The loss of dump power would increase CEA’s 
energy costs by a minimum of $35,000 per year; I do not know what effect 
such change would have on power costs at Elmendorf. 

The city has some 6,000 kilowatts of diesel generation; CHA has 14,500 kilo. 
watts of installed capacity at the Knik Arm powerplant, a coal-fired facility 
(hereafter called the KAPP), and is building the Cooper Lake hydroelectric 
project, which will have an installed capacity of 15,000 kilowatts; and the De. 
partment of Defense has major coal-fired powerplants at Elmendorf Air Force 
Base (22,500 kilowatts) and Fort Richardson (18,000 kilowatts). CEA and the 
Alaska Railroad built KAPP as a joint project to furnish CEA’s requirements 
for additional power and the Railroad’s requirements for power and _ process 
steam. CEA subsequently constructed and installed an additional 5,000-kilowatt 
generator to bring the plant to its present capacity. The sale of the Alaska 
Railroad’s interest in KAPP to CEA has been negotiated, has the approval of 
the Interior Department and REA, has been before Congress for the requisite 
period, and should be finalized in a matter of days. Under contracts negotiated 
and executed concurrently with the contract of sale, CEA will continue to supply 
the power and steam requirements of the Alaska Railroad and the Alaska 
Native Health Service Hospital. Upon completion of the Cooper Lake project, 
CEA will furnish power to Homer Electric Association, Inc., will probably fur- 
nish power to Kenai Lake Electric Cooperative, Inc., and, if negotiations under- 
way with the city of Seward and REA are concluded as expected, CHA will also 
furnish power to Seward. The city uses its generation facilities for peaking and 
the military establishments furnish their own power and steam, except that 
Elmendorf Air Force Base, as noted above, has been receiving nonfirm energy 
from Eklutna. 

I think the most persuasive argument against the proposed modification of 
the Eklutna project, and therefore against S. 3222, is that such modification is 
unnecessary. The objective of such modification can be readily realized by 
proper use of existing facilities without increasing capital investment and, there- 
fore, power costs. As noted above, KAPP and the military generation plants 
have been designed to produce both power and process steam. The long hours 
of daylight during late spring and summer substantially reduce the demand for 
power; the relatively mild temperatures during such period, and often into the 
early autumn, mean less steam heating. It is readily apparent, therefore, that 
greater powerloads should be allocated to the thermal plants when such plants 
would otherwise be operating in any case to produce steam for heating and that 
the Eklutna project should carry a greater load during those periods when there 
is relatively small demand for steam and when the storage of water may be a 
problem because of heavy runoff. To state the proposition more briefly, existing 
generation facilities should be operated in an integrated program for the mutual 
benefit of all. Were Eklutna assured that the thermal facilities would carry 4 
larger part of the load during winter months, there would be less need to 
conserve water at other times and, with the resulting greater drawdown, Eklutna 
Lake would provide adequate water storage without increasing the dam’s height. 
I realize, of course, that there may be the extraordinary year when operation of 
the Eklutna project at capacity may not utilize sufficient water to avoid some 
spilling. The year 1957, for example, had unusually heavy runoff, the total in- 
flow into the Eklutna storage area for that year being 306,300 acre-feet. (The 
average since 1948 is 248,000 acre-feet.) It has been estimated that, with proper 
programing, the power loss due to spillage over a 10-year period will not exceed 
one-tenth of 1 percent, or approximately 1,700,000 kilowatt-hours. 

The integration of area generation facilities as suggested above would not 
cause any loss of revenue to the Eklutna project. On the other hand, the more 
efficient operation of other federally owned or financed generation facilities, 1¢., 
those of the military and CEA, would result in substantial savings. I believe 
that this integration could be effected by agreement only and without additional 
legislation. a 

The Eklutna project was constructed at a cost of approximately $33 million; 
the cost of the proposed modification has been estimated at $2 million. If the 
expenditure of $33 million provided facilities capable of producing 137 million 





aoa =o wT f° 


=—Tomre B2anowet com * 


EKLUTNA PROJECT, ALASKA 9 


kilowatt-hours of firm power and 20 million kilowatt-hours of nonfirm power 
annually, and the 20 million kilowatt hours is reclassified to firm power and 
reserved to only one customer on the latter’s investment of an additional $2 
million, not only is the customer who met the contractual conditions for receiv- 
ing nonfirm energy, i.e. CEA, denied this lower cost power, but one customer is 
guaranteed a share of the total production of the project out of all proportion 
to its additional investment therein. I think that one cannot in equity ignore 
the fact that CEA has invested, or is investing, $21 million in generation and 
that, as previously noted, the announced objective of the proposed modification 
could be accomplished by more efficient utilization of these and other existing 
generation facilities without additional capital investment. 

As previously noted, this proposal is also of interest to the Kenai Peninsula 
including Seward. CEA wishes to furnish power to the Seward Municipal 
Electric Department in order that the latter, by lowering its high power costs, 
can reduce rates or, at least, avoid further increases. Electric power and energy 
can be furnished to Seward by CEA only at a rate at least equal to the cost 
of power generated by KAPP, plus the amortization of the additional trans- 
mission facilities and other transmission expenses. If the operation of KAPP 
does not become more efficient through integration, and the cost of its power 
thereby reduced, Seward will also be penalized for such inefficiency. The elec- 
tric association at Homer, as an REA-financed cooperative, will be furnished 
power at a composite rate, i.e. the average cost of all power to CEA. The same 
rate will be applicable to the Kenai Lake Electric Cooperative, Inc. if its pro- 
posal to REA is found to be within the terms of the Rural Electrification Act 
of 1936, as amended (7 USCA 901, et seq.), and economically feasible. Since 
it appears that the Rural Electrification Act, as amended, is clearly applicable, 
the furnishing of central station electric service to Moose Pass, Cooper Land- 
ing, and the area near Kenai Lake generally from Lawing to Henton’s Lodge 
is principally a matter of economic feasibility, a factor which is largely depend- 
ent upon the cost of power. As in the case of Seward, Homer Electric Associa- 
tion, Inc. and Kenai Lake Electric Cooperative, Inc. will be paying for the in- 
efficiency inherent in a nonintegrated generation program, a fact which may 
adversely affect the economic feasibility of the latter and, therefore, its appli- 
eation for REA financing. 

The foregoing comments are predicated upon the asSumption that publicly 
owned generation facilities should be operated under policies and programs 
which are compatible with the public interest and not as a matter of adminis- 
trative bias or convenienve. I offer the following summary of CEA’s objections 
to the modification contemplated by S. 3222 in the belief that they are consistent 
with such assumption : : 

1. The modification could only result in the reclassification of some 20 million 
kilowatt-hours of nonfirm energy to firm energy and would not add any addi- 
tional generation facilities. 

2. The reclassification of nonfirm energy to firm energy would negate the 

terms of the existing contract between Eklutna and CEA whereby CHA, hav- 
ing invested or committed $21 million to the construction of generation facili- 
ties, will no longer receive nonfirm energy from Eklutna at a dump power rate, 
which will"iricrease CEA’S power costs by a minimum of $35,000 annually. 
4 3. The proposed modification is unnecessary because the revision of the operat- 
ing program at Eklutna to permit integration with existing area thermal genera- 
tion facilities will permit substantially full utilization of Eklutna’s water re- 
sources without more capital investments to increase the dam’s height. 

4. The modification as outlined in S. 3222 would give the city an additional 
claim on Eklutna’s power production out of all proportion to the city’s invest- 
ment in the additional construction, an advantage which would be to the detri- 
ment of CEA. It has already been noted that the city receives credits against 
power costs amounting to $72,000 annually in payment of the $1,703,622 assigned 
to the Bureau of Reclamation’s purchase of the city’s hydroelectric facilities at 
Eklutna, credits which, for purposes of amortization, are reflected in higher 
power costs to MEA and CEA and, through CBA, will be reflected in the power 
costs of Seward, Homer Electric Association, Inc., and Kenai Lake Electric Co- 
Operative, Inc. 

5, Modification of the Eklutna dam height to permit reclassification of nonfirm 
energy to firm energy will make integration of generation facilities of relatively 
little importance and will, therefore, tend to perpetuate the inefficient operation 
of existing thermal generation facilities. 





10 EKLUTNA PROJECT, ALASKA 


6. The integration of area generation facilities would result in no loss of 
revenue to the Bureau of Reclamution; on the contrary, in view of the fact that 
S. 3222 provides that the Secretary of the Interior may enter into an agreement 
for a period of not to exceed 50 years for the sale to the city of all additiona] 
power generated because of the proposed modification and, at the option of the 
Secretary, at a discounted rate to reflect the amortization of the city’s invest. 
ment in such modification, it should be expected that the Bureau of Reclama- 
ion’s revenue from nonfirm energy would be lost or substantially diminished for 
an extended period. 

Please accept CEA’s deep gratitude for your continued interest in the devel. 
opment of power in Alaska and support of rural electrification and my own 
personal wishes for a most successful session. 

Sincerely, 
ERLING H. ORWOLL, Manager. 


TABLE 23.—City of Anchorage, Alaska—Amount to be received as credit on future 
power purchase costs from sale of city-owned hydroplant to the Bureau of 
Reclamation 


Yearly credit | Accumulated | Yearly eredit | Accumulated 
tobereceived ! total to bereceived! total 


Year 1955, Feb. 12 to $72, 000 $927, 222 
Dee. 31 2 72, 000 999, 222 

72, 000 1, 071, 222 

72, 000 1, 148, 222 

72, 1, 215, 222 

72, 000 1, 287, 222 

72, 000 1, 359, 222 

72, 000 

72, 000 

i 72, 000 

Takes BOE faci dangiclocpiice 5) 72, 000 

783. 222 || 1978, contract final- 

855, 222 ized Oct. 12 56, 400 1, 703, 622 


se iil nds | 





1 The following excerpt is taken from U.S. Department of the Interior, Bureau of Reclamation contract 
for plant purchase and electric service with the city of Anchorage, Alaska: 


SCHEDULE OF RATES 


Src. 8. The contractor shall pay for the electric service furnished hereunder in accordance with such 
applicable permanent or interim rate schedule as shall hereafter be approved for use on the project: Provided: 
That, in order to compensate the contractor for the transfer of its properties as hereinafter provided for, 
adjustment of such charges for electric service to the contractor shall be made monthly in the following 
manner: The total of the monthly eharges for power and energy under the aforesaid rate schedule shall 
be divided by the monthly total of kilowatt-hours delivered and the quotient thus obtained shall constitute 
the average cost per kilowatt-hour of energy for the month. From said average cost per kilowatt-hour, 
there shall be subtracted 5.884 mills, representing the production cost per kilowatt-hour of power from 
econtractor’s Eklutna plant, and the difference remaining shall constitute the purchase price credit factor 
for the month. The contractor shall be given.a credit on each monthly bill in an amount equal to the prod- 
uct obtained by prerre-nt bom Brg representing the average monthly production in kilowatt-hours of 
power from the contractor’s Eklutna plant, by the purchase price credit factor established for that month, 
as a pro rata payment of the purchase price for the properties transferred to the United States hereunder 
by the contractor. Said monthly pro rata purchase price credits shall be computed and allowed for each 
month after the date of initial service hereunder up to October 12, 1978. After that date said purchase 
price will be deemed paid in full and no further purchase priec credits shall be due or allowed the contractor. 
in Amounts shown are actual. Future years credits have been adjusted to value of prepaid energy received 

1958, 


MATANUSKA ELECTRIC ASSOCIATION, INC., 
, Palmer, Alaska, April 12, 1960. 


Hon. ERNEST GRUENING, 
U.S. Senate, Washington, D.C. 


Deak SENATOR GRUENING: I have deferred answering, your letter because of 
efforts to obtain the clearest picture possible on the local level. Our annual 
meeting as been held, as of April'9, and the members voted to apply to REA for 
permission to build a steam plant. — - athy > , 

I am sending attached information which will outline the area generation pic 
ture, and I will summarize the main results. | 

1. The attached ‘Beck report points out the area will’be short of power by 
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2. MBA, as shown by attached chart No. 1, will exceed the REA 1956 and 1958 
power use studies, as well as the Beck forecast, this year. We feel that this 
new base will mean that future requirements will remain substantially higher 
than the Beck forecast. 

3. Area generation : 

Kilowatts 
Bureau of Reclamation 
Chugach Electric Association, Inc., steam plant 
Chugach Electric Association, Inc., Cooper Lake (1961) 
City of Anchorage, diesel 


Total generation 


Note.—The diesel units in the city of Anchorage plant are small, high-speed machines, 
mostly of World War II vintage, and should not be regarded as anything but emergency. 

4, As shown, and without the city of Anchorage diesels, the area generation 
would be 60,000 kilowatts. This is total nameplate rating—not firm power. 
Beck’s survey estimates 61,746 kilowatts demand in 1964, and we feel this is as 
conservative as all past reports have been. 

5. MEA will exceed its ceiling of 5,000 kilowatts allowed under the Bureau 
of Reclamation contract during winter of 1960-61. The Bureau cannot guarantee 
anything over the 5,000-kilowatt limit, but, per attached letter, feels we may 
be able to get power until winter of 1962-63. 

6. MEA has asked REA to authorize continuance and completion of a steam 
generation study, and feels that REA will probably so authorize. Our engineers 
feel it is feasible and will produce competitive power. The city of Anchorage 
has, per attached letter copy, notified us of interest in purchasing power from 
the above plant. This is allowable, under REA regulations, for the first 10 
years of plant operation. CEA has also expressed interest in purchasing com- 
petitive power. 

7. As of now, MEA has furnished REA enough information to enable deter- 
mination of whether or not the actual design of the steamplant should be 
started. We are now awaiting word of REA’s action. 

8, The proposed bill to raise the reservoir capacity via a higher dam would 
firm up approximately 10 million kilowatt-hours annually. As a comparison, 
MBA used 18,400,000 kilowatt-hours in 1959. In other words, this expenditure 
would not allow release of enough added firm power to do the area a great deal of 
good. It appears that the money might better be spent in some other direction. 

To summarize the whole situation, it is MEA’s feeling that raising the 
dam at Eklutna is a very small stopgap measure. More concrete results could 
be obtained, if the city wishes to spend money on generation, by investing in 
Cooper Lake with CEA, to add the other 7,500-kilowatt unit there. We feel that, 
at present stage of hydrodevelopments, a steamplant is needed to firm up the 
existing hydro, before more of the same is constructed. We probably cannot 
justify a steamplant of really efficient size if the city of Anchorage does not 
help provide a market for the first 10 years of operation. The obvious conclu- 
sion we reach is that the city would be acting contrary to the best interests of 
the overall area ‘by expending any money on Eklutna which might jeopardize 
their participation in the proposed MEA steamplant. One other aspect of the 
situation is that the power which would be firmed up by the dam construction 
has been sold in the past as dump power, and has benefited the area to some 
extent. I would assume that if this power is firmed up and sold at the contract 
rates, there would be even less reason for maintaining the present rate base, for 
amortization purposes. : 

I will again apologize for the delay in answering your letter, and I hope this 
letter and attachments gives you a picture of local area generation conditions. 
aaa further specific information is needed, be sure it will be sent without 

elay. 


Very‘truly yours, 


Mason LAZELLE, Acting Manager. 
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MATANUSKA ELECTRIC ASSOCIATION, INC., 
Palmer, Alaska, May 5, 1960, 
Hon. ERNEST GRUENING, 
U.S. Senate, Washington, D.C. 


DEAR Str: I feel some additional comment may be merited on the pending 
S. 3222, to supplement the figures which Chugach Electric Association, Inc., and 
Matanuska Electric Association, Inc., have furnished. 

From 1945 to 1952 I was employed by the city of Anchorage, after 1947 as 
Superintendent of the Distribution Department. At that time generation was q 
separate function, under a utility board. In 1945 or 1946 an election was held 
to determine whether or not a steam powerplant should be built. This propo. 
sition failed by a narrow margin. During the winter periods at the time, 
switching was a normal procedure during peak loads. Usually 1,000 kilowatts to 
1,500 kilowatts would be dropped off the lines for an hour at a time, the areas be- 
ing rotated. In 1947 the Sacketts Harbor was connected to the distribution 
system, and this obviated the necessity for any more blackouts. It remained ip 
service until the Eklutna project became operational. 

Again in the early 1950’s an election was held on the generation issue, and a 
steamplant was authorized. Preliminary work was done on the site, some con- 
tracts were awarded, then the project was dropped. The above is given primarily 
to establish the fact that the city of Anchorage has apparently never become 
reconciled to the idea that it should take steps to provide generation for itself. 
The plan to raise the dam height at Eklutna is another step in the same direction, 
a stopgap measure like the Sacketts Harbor, to meet the needs of the moment. 

MBA feels that new generation is needed in the area, regardless of who installs 
it. Obviously, areawise, if REA low interest funds can be brought in for this 
purpose, then it would be impractical for the city to spend money obtained at 
higher rates, particularly for a purpose which could better be accomplished by 
a change in operating procedure among the present generating facilities. What- 
ever the city does will have an effect on the area economy, since Anchorage is 
the largest single entity in the area. 

The time for unilateral action is long past. I believe that this fact is recog- 
nized by the city, evidenced by the letter of intent extended to MEA regarding 
purchase of power which would be available from our proposed plant. REA 
is primarily concerned with marketing of power from this plant, and in this 
respect the city must enter into the picture or feasibility cannot be shown at this 
time. It is not hard to visualize blackouts again in 1964 or 1965, if new genera- 
tion is not available by that time. Obvously neither MEA or the city can afford 
to install a steam plant of truly economic size singly. I believe that the city 
would be better advised to work as closely with MEA and the REA as possible 
on the generation issue. At present the situation is admirably suited for such 
cooperation, since R. W. Beck & Associates has been retained by both parties to 
accomplish generation studies. If REA requires a commitment of a more bind- 
ing nature than the present letter of intent, then this should be given. 

I hope that this letter serves to give you more background on the local genera- 
tion picture than the cold facts and figures which have been furnished to date. 
I have attempted to point out that all the utilities.in our general area have a 
common problem which must be met by joint efforts, until growth is.such that 
large projects such as Devils Canyon and Rampart become feasible. Your own 
feelings on these later projects are quite well known to us here at home. | 
have felt that Alaska was quite fortunate in the choice of representation in 
Washington. I will confess that one of the misgivings I personally had at the 
advent of statehood concerned the possibility that we might not have such dedi- 
cated people representing us. 

Very truly yours, 


Mason LaZELLe, Manager. 


Senator Kucue. The first witness is Mr. George Shannon, city 
manager, Anchorage, Alaska. 
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STATEMENT OF GEORGE C. SHANNON, CITY MANAGER, CITY OF 
ANCHORAGE, ALASKA 


Mr. SHannon. Senator Kuchel and honorable members of the 
committee, the city of Anchorage has a very simple request, in our 
opinion, in that we feel that a lot of water is being wasted over the 
dam at Eklutna, that it has been wasted in the past, and that the only 
way that we can fully develop this natural resource is by raising the 
dam at Eklutna. 

This was studied in the original proposal by the Bureau of Recla- 
mation, and because of money and difficulties that they ran into, in 
underestimating the original cost, it was decided this should be left 
out. Also, there was not the need for the additional power in the 

beginning. 
= Senator Kucuex. When did the project first come into operation ? 

Mr. SHannon. In 1954 or 1955. Iam not certain of the exact date. 

Senator Kucuen. When was it authorized, Mr. Shannon? 

Mr. SHANNON. 1949 or 1950. I was not there at the time. 

Mr. Lineweaver. 1950. July 1950. 

Mr. SHannon. I think, since you have asked this question, I should 

aybe start at the beginning of the Eklutna history. 

Eklutna was developed by private enterprise to a very small extent. 
With the capacity of the private development at the time, they built 
2 dam, a small dam, and an intake works, a small hydroplant, of 2,000 
kilowatt capacity. This private company sold power to the city, 
and the city eventually bought the plant from the developer. And 

ith this they purchased all the water rights at Eklutna. 

And as it grew, during World War II, and the period after World 
War II, they realized there was going to have to be more and more 
ower developed. 

The city, I think recognizing this public need and their inability 
nt that time to finance a full hydroelectric project, then, with others 
n the area, in the interests of community betterment and to make 
wvailable power for the entire area, approached Congress and the 

ureau of Reclamation to build Eklutna as we now know it. 

In order to do this, the city had to give up its rights to Eklutna, 
ts water rights. When the Eklutna project was built, then the 

ederal Government, of course, had to purchase from the city its old 
bydroplant. 

I think, in reference to some of the correspondence you may have, 
t is indicated that the city gets a discount for some of its power. 
Df course, this is not the case. There, again, this is an example of the 
ity of Anchorage cooperating with the Federal Government. The 
ale of the Eklutna project to the Government (the old plant) was 

ot finalized until 1953, and this is when the difficulty was occurring. 
hey, then made the final agreement to purchase the old plant from 

8 city. 

In order to do this, to pay cash, an additional appropriation was 
equired. The Under Secretary of the Interior, Tudor, came to 

chorage, and he very briefly stated : 


It is our desire, representing the Federal Government, to make the city of 
Nchorage whole. All we ask is that the city of Anchorage make us whole. 


55732—60——3 
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Well, Eklutna, a 2,000-kilowatt plant, had produced power for 
several years at an average rate of 5.88 mills. I believe that is the fig. 
ure. The power, from the old’plant to be sold, came to 1,250,000 kilo. 
watts a month. It was proposed then that the city of Anchorage buy 
from the new Eklutna plant 1,250,000 kilowatt-hours of energy 4 

d that we pay the regular contract price for 


month for 5.88 mills an 
all the rest. 

Now, this means something to the Federal Government. You did 
not have to appropriate money—a lump sum figure, which would be 
about $1,500,000 or $1,600,000. The city could have taken the money 
and earned interest on it. But instead we agreed to make the Gov- 
ernment whole. And the Government agreed to make us whole. And 
we get this discount, I think, until 1973. 

Senator Kucuex. By contract? 

Mr. SHannon. By contract. And this is only for 1,250,000 killowatt 
hours of energy per month. 

Senator Kucuet. How much do you actually use? 

Mr. SHannon. We use about 77 million per year. So we are talk- 
ing in terms of roughly one-sixth or one-seventh of the energy to be 
acquired from the Eklutna project. 

But this has been painted by others as being a gift from the Govern- 
ment. This is not the truth. 

Senator Kucuen. Who contends that ? 

Mr. Suannon. Well, I think you have a letter in the files that indi- 
cates that this is a discounted rate. 

Senator Kucuer. You mean by a representative of the Federal 
Government? Or someone else? 

Mr. SHannon. No, I think it is the Northwest Public Power Asso- 
ciation. And I think we have locally been accused of getting power 
atadiscount. But this is not the case. 

Now, since Eklutna has been built, it had some very good history. 


aa 
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And the statement that you have before you here shows the contracts F 
for the three power companies, the city of Anchorage, Chugach Elec & 


tric, and Matanuska. 


By the way, I see there is a mistake. Matanuska Valley has 5,00 : 


instead of 4,000. 

But on appendix B, of my prepared statement, I want to show yol 
what has happened to water at Eklutna Dam. In the year 1955, it 
shows how much water was used for power, and this is the year tt 
was started. So 1955 can be discounted. It was not an appropriate 
year. 

Nineteen hundred and fifty-six was the first full year of operation. 
During that year, you can see how much water flowed into the lake, 
how much was used for power, and how much water was spilled. | 

The only thing I was interested in, in this table, was how many kilo- 
watt hours of electricity were spilled, over the dam. This was wasted 


energy. This was because the present facility of Eklutna does nt § 


fully develop a natural resource. 

You can see that in 1956, 41 million kilowatt-hours of power wert 
spilled over the dam, wasted water. In 1957, 61,240,000 kilowatt: 
hours were spilled overthedam. In 1958, 14,560,000. ; 

And you can also see the relationship to the inflow of water, that \s 
whether it is a good water year or a bad water year. 
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Senator AtLorr. Whose records are these? 

Mr. SHANNON. These are the Bureau of Reclamation records at the 
Eklutna project. You can see that 1955 was not a good water year. 
However, all the power was used in 1959; between the Chugach Elec- 
tric and the Air Force and Fort Richardson, this was used. 

They did very well in 1958 in utilization of dump energy, but there 
was still 14 million kilowatt-hours spilled over. 

This is the area which we are concerned about. In the first place, 
we would never propose such a bill as 3222 if we thought there was 
any possibility of the Federal Government making this improvement. 
But knowing the history and talking with the Honorable Senator 
Bartlett about this, it pie like a proposal to the Federal Government 
to appropriate additional funds to build a higher dam on Eklutna 
would be futile, because of the past history, past legislative history, 
of this bill. 

So the only thing we could think of to make this palpable was to 
make an offer to the Federal Government that, one, we would pay for 
any engineering that would be done by the Bureau of Reclamation 
and any private engineers to fully explore the feasibility of this proj- 
ect, to see whether it is feasible economically, to see whether we can 
justify the spending of $214, $3, or $314 million by any source, whether 
it be city, Federal, or whoever it may be. 

Second, if this is a feasible project, then we would be willing to put 
up the money to turn over to the Bureau of Reclamation, because you 
own the facility. We would turn this money over to you to build— 
or whatever the cost would be. We do not contemplate that there 
would be any costs to the Federal Government under this bill. 

This would enable the city, then, to acquire additional firm power. 
And this is what we are interested in, in any natural resource of this 
kind. 

Eklutna is a high cost project, has high capital costs, and cannot 
be used for peaking purposes, has to be used for firm power. Yet you 
have 80,000 kilowatts capacity, and only 52 percent of this, operating 
time, is firm power. What this would do would be to raise that 
operating time from 52 percent to—I do not know what. But it 
would increase the firm power. 

As our recompense for doing this, the city is proposing they be per- 
mitted to purchase the additional firm power. 

I think you can see from the table that I showed to you earlier that 
there is going to be also occasional dump power available. And this, 
of course, would be available on the same basis that it is now to the 
contracting parties. 

Why is the city interested in this? I think this is a very good 
question, because to my amazement the one question that has been 
apparent among the people I have talked with here is a raising of 
the eyebrows as to why the city of Anchorage would want to donate 
to the Federal Government $214 million or $3 million, or whatever 
It may be. We are not asking for any subsidy. We are not asking 
for 2 percent interest. We are asking just the privilege of donating 
this money if it is a feasible project. 

The reason is that we need power. We need low cost power. The 
only power that is available in the area is not low cost, in our opinion. 
If we do not get this power, then we will have to build internal com- 
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bustion generators, such as diesel with gas fired, diesel engines, called 
dual fuel, I think. 

Senator Attorr. Why would you use those, rather than steam! 
You burn the same kind of fuel, and your cost is a lot higher. 

Mr. SHannon. Senator Allott, I would be glad to go into this; 
but this is a long dissertation, too. You see, you can build a steam 

lant, but if you do not have the need for it, its full capacity, or at 
least half of its capacity, to start with, then you are finding yourself 
faced with high cost power. We are interested, the city of Anchor- 
age is interested, in making full utilization of its money, as near 
full utilization as it can. And we propose that we will install two or 
three large sized diesel internal combustion engines at low capital 
cost; because this we can write off fast. We will not take much power 
from it. It will be mostly peaking power. The firm power will come 
from Eklutna, primarily. 

Then when we do get a.large enough base load where we can af- 
ford to build a steam plant, we will. And we will make an economic 
steam plant out of it. 

Senator Atuorr. Do you propose to purchase this at the same place 
that you are purchasing it now ? 

Mr. SHannon. Whatever the engineering estimates show. We 
would propose that this power would cost the city about 1014 mills. 
And as you can see from the tables here, the power from Eklutna 
has cost the city of Anchorage, on exhibit C, for 1959, 10.458 mills. 
It cost Chugach Electric 9.69 mills. It cost Matanuska 11.87 mills 

The reason for this is that we have not been able to take dump 
power because of the nature of our contract, whereas Chugach has 
taken dump power and Matanuska has not because of the nature of 
their contract. 

Senator Attorr. How would you arrive at the nature of the figure 
to be paid? You propose to advance the costs? 

Mr. SHannon. Yes. 

Senator Atiotr. How would you arrive at rate, and who would 
arrive at the rate, more specifically ? 

Mr. SHannon. We would propose that the city would probably 
pay about 10 or 1014 mills total, of which part this would go to the 
payment of our debt that we have incurred to advance this money, 
and whatever is necessary to pay our proportionate share of the ad- 
ditional cost or a proportionate share for the operation of Eklutna. 

Senator Atxorr. I may be a little bit thick about this, Mr. Shannon, 
but the amount you propose to advance to the future is about what! 

Mr. SuHannon. This we do not know exactly, but we think it would 
be about $214 to $3 million. 

Senator Kucnex. Let me just indicate for the sake of the record 

that the bill provides in part, on line 8: 
Provided, That the city of Anchorage shall advance to the United States suf- 
ficient funds to be available for expenditure in like manner as if specifically 
appropriated to finance the cost of any modification or reconstruction of project 
works undertaken pursuant to this act. 

Does that language purport to include the cost of such surveys as 
might be made, engineering studies ? 

Mr. SuHannon. That is our impression. 

Senator Kucuet. That would be your understanding? 
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Mr. Suannon. Yes. To proceed a little further, to specifically 
answer your question, the bill reads: 

The sale of electric power to the city pursuant to such agreement shall be at 
rates established pursuant to section 2 of the act of July 31, 1950, as amended, 
with an appropriate adjustment to take into account the amount of increase, if 
any, in operation, maintenance, and replacement costs of the project which may 
be attributable to the modification or reconstruction of project works authorized 
py this act. The rates for the sale of electric power to the city may be dis- 
counted in such manner and amount as the Secretary deems appropriate. 

Senator Kucuen. That problem of discount is one which rests in 
the sound discretion of the Secretary. But with respect to the rates 
to be established in the sentence you just read, it refers to section 2 of 
the act of July 31, 1950, as amended. 

I have the act of July 31, 1950, but have we gotten one “as 
amended” ? 

Mr. LinrwEAveErR. Yes, sir. 

In that connection, let the record show the text of section 2 of 
the act of July 31, 1950, as amended by Public Law 260, 83d Congress, 
chapter 430, 1st session, S. 2097, approved August 13, 1953. 

Itisshort. Let me just read it. 


Section 2 of the basic act is amended by amending the last sentence in sec- 
tion 2: 

All receipts from the sale and transmission of electric power and energy 
generated at said project shall be covered into the Treasury of the United States 
to the eredit-of miscellaneous receipts. 


So that the basic act, with respect to the manner in which the sale 
of energy shall be entered into, remains. 


Mr. SHANNON. Yes, sir. 
Senator Kucnen. Without objection, the record will set forth the 
text. of both those statutes. 
(Public Law 628, 81st Cong., and Public Law 260, 83d Cong., 
follow :) 
[PuBLic Law 628—81sT ConGREss] 


[CHAPTER 510—2D SEssiIon] 


[H. R. 940] 


AN ACT To authorize construction of the Eklutna project, hydroelectric generating plant 
and transmission facilities in connection therewith, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That in order to encourage and promote the 
economic development of the Territory of Alaska, to foster the establishment 
of essential industries in said Territory, and to further the self-sufficiency of 
national defense installations located therein, the Secretary of the Interior 
(hereinafter referred to as the “Secretary”) is authorized to construct, operate, 
and maintain the Eklutna project in the vicinity of Anchorage, Alaska, consisting 
of a low dam at Lake Eklutna, a diversion tunnel and penstock, a powerplant 
with an installed capacity of thirty thousand kilowatts, transmission lines to 
Anchorage and other load centers, and related works (except recreational facil- 
ities) substantially in accordance with the plans and recommendations in the 
report adopted by the Secretary of the Interior on January 18, 1949, on file with 
the Committee on Public Lands of the House of Representatives and the Com- 
mittee on Interior and Insular Affairs of the Senate at an estimated cost of 
$20,365,400. The capital investment properly allocable to each unit of said 
project, as determined by the Federal Power Commission, shall be amortized over 
4 reasonable period of years, and interest shall be charged on the unamortized 
balance of the full capital investment in said project at a rate of 214 per centum 
per annum and shall be covered into the Treasury of the United States to the 
credit of miscellaneous receipts. All minerals discovered in the course of con- 
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structing the Eklutna project are hereby reserved to the United States and may 
be sold or otherwise disposed of in such manner as may be prescribed by the 
Secretary, if he finds and so reports to the Congress in writing that the only 
economically practicable method of recovering the ore so reserved is to provide 
for the salvage of any minerals that may be contained in the excavated materials 
removed from the tunnel during the normal process of construction. The net 
proceeds from any such sale or other disposition shall be covered into the Treasury 
of the United States to the credit of miscellaneous receipts. The waters of 
Eklutna Lake and its tributaries which are required for the operation of the 
Eklutna project are hereby reserved for that purpose. 

Sec. 2. Electric power and energy generated at the Eklutna project, except 
that portion required in the operation of such project, shall be disposed of in 
such manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers consistent with sound business principles and the 
maintenance of adequate electric service, the rate schedules to become effective 
upon confirmation and approval by the Federal Power Commission. Such rate 
schedules shall be drawn having regard to the recovery (upon the basis of the 
application of such rate schedules to the capacity of the electric facilities of the 
project) of the cost of producing and transmitting the power and energy, in- 
cluding the amortization of the capital investment as provided in section 1 hereof. 
Preference in the sale of such power and energy shall be given to all public 
bodies and cooperatives on the same terms, and to Federal agencies. It shall be 
a condition of every contract made under this Act for the sale of -power and 
energy that the purchaser, if it be a purchaser for resale, will deliver power and 
energy to Federal agencies or facilities thereof within its transmission «area 
at a reasonable charge for the use of its transmission facilities. All receipts, 
from the transmission and sale of electric power and energy generated at said 
project shall be covered into the Treasury of the United States to the credit of 
miscellaneous receipts, save and except that the Treasury shall set up and 
maintain from the receipts for said project a continuing fund of $200,000 to the 
credit of the Secretary and subject to expenditure by him, to defray emergency 
expenses and to insure continuous operation. 

Src. 3. The Secretary is authorized to perform any and all acts and enter into 
such agreements as may be appropriate for the purpose of carrying the provi- 
sions of this Act into full force and effect, including the acquisition of rights and 
property, and the Secretary, when an appropriation shall have been made for the 
commencement of construction or for operation and maintenance of said project, 
may, in connection with the construction or operation and maintenance of such 
project, enter into contracts for miscellaneous services for materials and sup- 
plies as well as for construction, which may cover such periods of time as the 
Secretary may consider necessary but in which the liability of the United States 
shall be contingent upon appropriations being made therefor. 

Sec. 4. Upon completion of amortization of the capital investment allocated to 
power, the Secretary is authorized and directed to report to the Congress upon 
the feasibility and desirability of transferring the Eklutna project to public 
ownership and control in Alaska. 

Sec. 5. Wherever in this Act authority is vested in, or functions are to be per- 
formed by, the Secretary, such authority may be exercised and functions per- 
formed, through such agencies of the Department of the Interior as he may 
designate. 

Sec. 6. There are authorized to be appropriated the sum of $20,365,400 for the 
construction of the Eklutna project, and, in addition, such sums as may be nec- 
essary for the operation and maintenance of such project. 


Approved July 31, 1950. 


[Pustic LAw 260—83p ConeREss] 


[CHAPTER 430—I1sT SESSION] 
[S. 2097] 


AN ACT To amend the Act of July 31, 1950 (64 Stat. 382), relating to appropriations for 
construction by the Secretary of the Interior of the Eklutna project, Alaska 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act of July 31, 1950 (64 Stat. 382), 
be amended as follows: 


PE AONE NORE E LIE EEE IIS 


Se Ry as a ara 
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(1) By amending the first sentence of section 1 to read as follows: “That 
in order to encourage and promote the economic development of the Territory 
of Alaska, to foster the establishment of essential industries in said Territory, 
and to further the self-sufficiency of national defense installations located there- 
in, the Secretary of the Interior (hereinafter referred to as the ‘Secretary’) is 
authorized to construct, operate, and maintain the Eklutna project in the 
vicinity of Anchorage, Alaska, consisting of a low dam at Lake Eklutna, a 
diversion tunnel and penstock, a power plant with an installed capacity of 
thirty thousand kilowatts, transmission lines to Anchorage and other load 
centers, and related works (except recreational facilities) substantially in 
accordance with the plans and recommendations in the report adopted by the 
Secretary of the Interior on January 18, 1949, on file with the Committee on 
Public Lands of the House of Representatives and the Committee on Interior 
and Insular Affairs of the Senate at an estimated cost not to exceed $33,000,000.” 

(2) By adding a new paragraph to section 1, as follows: “The continuation 
of construtcion of the Eklutna project beyond December 1, 1953, is hereby made 
contingent upon there being a finding by the Secretary by that date that he 
and the proper officials of the city of Anchorage, Alaska, have approved a form 
of contract whereby the city would agree to convey to the United States such 
hydroelectric and other properties, including water rights, as the Secretary has 
determined should be acquired by the United States in connection with the 
Eklutna project, and whereby in consideration therefor the United States would 
agree to deliver to said city electric energy upon terms which in the Secretary’s 
judgment would accord said city just compensation for the properties agreed 
to be conveyed.” 

(3) By amending the last sentence of section 2 to read as follows: “All 
receipts from the transmission and sale of electric power and energy generated 
at said project shall be covered into the Treasury of the United States to the 
> credit of miscellaneous receipts.” 

(4) By amending section 6 to read as follows: “There are authorized to be 
appropriated the sum of $33,000,000 for the construction of the Eklutna project, 
and, in addition, such sums as may be necessary for the operation and mainte- 
nance of such project.” 


Approved August 13, 1953. 


Senator Attorr. Then as I understand it, just so I get this matter 
cleared up from the reading of the bill and what you have said, what 
you propose is that the Secretary will fix the rates under this act, but 
the city of Anchorage will be reimbursed for its advances by a dis- 
count to be fixed by the Secretary. Is this correct? 

Mr. SHannon. Yes, sir. 

Senator Attorr. This was the point I was trying to get at. 

Mr. SHannon. And this would be a part of the contract. 

Senator AtLorr. You mean you contemplate that both the rate and 
| the discount would be a part of the discount contract you would enter 
into with the Bureau before you would advance the money ? 

Mr. SHannon. It would have to have some flexibility, because you 
cannot have a definite determination of what the construction costs 
would be until the job is complete. So there would be some slight 
flexibility in the matter of rates. 

Senator Atnorr. All right. Thank you. 

Mr, SHannon. The reason for our wanting this is simply because 
we want to share in low-cost power and to have our share, and this 
is one way that we can do it. It gives us an additional 20 million 
kilowatt-hours of electricity a year on a firm basis. And we think 
that it will also improve the firm power available to the other con- 
tracting parties. 

We know, too, that with the new dam, we feel certain—this is an 
area the Bureau of Reclamation would probably want to talk on— 
I think you would find the new dam would lower operating costs, 
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because this is one of the major items of expense, maintenance of the 
present structure. It is a quite old structure and has wooden gates 
and things of that nature. It is a very mediocre structure. 

That, gentlemen, concludes my statement for the present. I would 
like to be able to come back if there is anything else ‘ap desire. 

Senator Kucuet. Was this present project built y the Bureau of 
Reclamation ? 

Mr. SHANNON. Yes, sir. 

Senator Kucnen. Was it built pursuant to reclamation law? 

Mr. Suannon. I am not certain, but I do not think that it was, 

Senator Kucuet. Is it a multipurpose reclamation project ? 

Mr. SHannon. No, sir; not to my knowledge. 

Senator Kucue.. There has been no allocation fer flood control or 
any other purpose ? 

Mr. SuHannon. No, sir. 

Senator Kucuet. This. has essentially been a power-producing 
reservoir ? 

Mr. SHannon. That is right. Mr. Campbell is here from the Bu- 
reau, and he can probably give you all the information you need 
on that. 

Senator Kucuen. All right. Just in general terms, how does the 
city envision that this reservoir would be reconstructed under this 
legislation ? 

Mr. SuHannon. The dam that exists now—we would build a new 
dam about 800 feet from the existing one, according to the core drilling 
that took place in the original design. The water level would be 
raised approximately 20 feet. It is now at level 870. The proposal 
is 890. However, that is based on the original. 

Here, again, I would have to be very qualifying in that we do not 
know to a full extent; and that is why the city proposes to pay the 
engineering costs, to determine these final things, these definitive 
things. Right now they are not defined completely. It will require 
additional engineering studies. We propose to enter into an agree- 
ment with the Bureau to furnish engineering, and if we wanted to 
have a consultant, we would pay for that, too. 

Senator Kucuet. What do you base your estimate on, Mr. Shannon, 
that about $3 million would be required ? 

Mr. SHannon. This was based on the original studies when they 
were designed for Eklutna. 

Senator Kucuerx. This was considered, then, as a part of your 
project ? 

Mr. SuHannon. Yes. 

I might add that we have no objection if the Bureau of Reclamation 
wants to build this and distribute the power from the present contract 
arrangements. We have no objection to that. 

Senator Kucuext. What is your estimate of the costs which the 
city would pay for the power as a result of S. 3222? 

Mr. SuHannon. We are saying 1014 mills. 

Senator Kucuren. And on what do you base that? 

Mr. SHannon. That is what the present rate is. And this con- 
siders about a 25-year retirement of bonds. 
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Senator Kucuen. That includes what this bill would describe as 
the discount which the Secretary in his discretion might make available 
to you? 

Mr. SuHannon. Yes. You see, if we get 21 million kilowatt-hours 
for 1014 mills rather than 18 mills, we will save the consumer $150,000 
a year. 

Senator Kucuet. What is the population of your community ? 

Mr. Suannon. It is 41,000. 

Senator Kucuex. Your contract today would remain in force. Is 
that right ? 

Mr. SHannon. Yes. 

Senator Kucnen. How long does that contract run ? 

Mr. SHannon. I presume it would be as long as the dam was there, 
but maybe not. 

Senator Kucnen. I suppose the Bureau would be able to answer 
that. The length of the present contract ? 

Mr. SuHannon. Yes. This discount, this reimbursement we are 
getting for our facilities, only lasts until about 1973. 

Senator Kucnex. That is in 1973? 

Mr. SHannon. It is in a separate contract. In other words, we 
will be fully reimbursed in 1973 or 1975 or somewhere in there. 

Senator Kucuen. For the value set on the works? 

Mr. SuHannon. Right; this is in our agreement. 

Senator Kucuex. Granted to the Government ? 

Mr. SHannon. That is right. 

Senator Kucuet. Is it correct to say that the city of Anchorage 
would pay only for maintenance and operating cost attributable to 
production of increased power? What would your answer be to that? 

Mr. SuHannon. I think that we would certainly have to pay a 
greater proportion of the maintenance costs than we pay now, because 
we would be getting more power. 

You see, right now this project produces 143 million kilowatt-hours 

And under the proposal, we get about 77 million, I think, or 
eee Under this proposal, it would be producing about 175 
million. 

Instead of paying seventy-three one hundred and forty-thirds, we 
would be paying 93 or ninety-five one hundred and sixty-fifths. And 
we feel that this will decrease the cost of power to the other contract 
parties, under the existing contract. 

Senator Kucnen. There are three contractors for the electricity ? 

Mr. SHannon. Yes. 

Senator Kucnen. Their rates are different than the rates—— 

Mr. SHannon. No; the rates are all the same, except that in the 
se of the power, you see, you have the demand charge and you have 
he energy charge. The energy charge is 6 mills. The demand 
harge is based on the highest demand. I think it is $21.50, or some- 
hing of that nature per month for kilowatt demand. In our par- 
cular case, we have to use so much power. We have a 16,000-kilowatt 
ontract that we can take from that demand; but as we use it, we 

“Py so much per kilowatt demand. 


55732—60—_4 





22 EKLUTNA PROJECT, ALASKA 


Now, in the case of the lower contracting parties, you take the 
utility that has more customers than we have and uses more energy 
than we do and yet has a smallér contract than we have, it can fully 
utilize dump power. In other words, it is getting considerable power 
at 6 mills. And that is why their rate is 914 mills compared with our 
10 or 1014 mills. 

Senator Kucuer. What would you understand to be the obligations 
of the Bureau of Reclamation with respect to dump power for 
customers ? 

Mr. Suannon. It would be our understanding that as the cus- 
tomers required dump power, it would be given in the same ratio 
that the contracts are. 

Senator Kucuext. How would the bill before us affect the users of 
nonfirm power ? 

Mr. Suannon. I think that they would get less nonfirm power, be- 
cause we would be more fully utilizing this natural resource by making 
it into firm power. There would still be some nonfirm power in excess 
water use. 

Senator Kucue.. Assuming the bill were to become law at this 
session of Congress, what is your estimate of the time at which your 
community would be required to make payment to the Federal Gov- 
ernment ? 

Mr. SHannon. Well, if this were passed in this session of Congress, 
we would immediately try to get the engineering resolved, get the 
evaluation made as to feasibility; and then in October there would 
be the bond issue election to authorize the city to pay for the facility. 
And if that bond issue passes, then the final plans and specifications 
would be completed and we could start construction next spring. 

Senator Kucuet. If it did not pass, nothing further would be ac- 
complished until the community did determine to bond itself? 

r. SHannon. That is correct; except we would immediately start 
proceedings for construction of some additional power, diesel power. 

Senator Kucuen. I see. And with respect to the amount of moneys 
necessary to carry on the engineering and survey, the city is prepared 
to make that payment now? 

Mr. SuHannon. Yes, sir. 

Senator Kucue.. How much does that amount to? 

Mr. SHannon. That we do not know, but we are prepared to pay 
up to $50,000 to $100,000. 

Senator Kucuex. Senator ? 

Senator Atxorr. I have no questions. 

Senator Kucue:. Thank you, Mr. Shannon. Your prepared state- 
ment will be placed in the record in full. 
oe prepared statement of George C. Shannon, referred to, fol- 

ows: 


PREPARED STATEMENT OF GEORGE C. SHANNON, CITY MANAGER OF ANCHORAGE, 
ALASKA 


Senate bill 3222 provides the Bureau of Reclamation with authority to negoti- 
ate a contract with the city of Anchorage to cause necessary studies to be made 
to determine feasibility of installing a new and higher dam at Eklutna Lake 
to increase the reservoir pondage, if proven feasible. 
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On an average water year the project was designed to produce slightly in 
excess Of 165 million kilowatt-hours of electric power, of which 143 million 
would be firm power. Power in excess of this amount would be either nonfirm 
(dump power) or spilled over the dam. 

Now it is the proposal of the city of Anchorage to finance the cost of the in- 
creased storage facility so that all water spillage will be stopped, and all nonfirm 
energy will become firm energy. 

To understand the city’s interest in this project a brief history is in order. 

The first development of the Eklutna hydro site started in 1923 when the 
Anchorage Light & Power Co. was organized by private investors. This develop- 
ment was put on the line in 1929 and resulted in the first low-cost power for the 
Anchorage area. The average cost was 5.884 mills. 

The city of Anchorage purchased power from this firm until 1943, when the 
city purchased these facilities and set up the Anchorage public utilities system. 
The hydroplant continued to operate under this organization until 1955. 

In 1953 a contract with the Bureau of Reclamation was negotiated for sale 
of the city facility, including rights-of-way, water right, reservoir dam and water- 
way hydrogenerating equipment, and 33 kilovolt (25-plus miles) transmission 
line from Eklutna to Anchorage. 

Contracts for power from Eklutna were negotiated by the contractors and 
allocated on the basis of the contractor’s ability to use the power. All contracts 
are based on a 52-percent load factor and amounts are as follows: 


Kilowatts Kilowatt- 
hours 


City of Anchorage k 73, 000, 000 
Chugach Tbewirie Assoeintion.. 56620 sca eee hhc AS ¢ 41, 000, 000 
Matanuska Electric Association 23, 000, 000 


137, 000, 000 


You will note that the contracted kilowatt-hour is less than the 148 million 
kilowatt-hours the project was designed to produce. It is therefore expected 
that contractors will then use available power over these amounts proportional 
to their basic allocation. 

The city of Anchorage proposes to advance funds for engineering and con- 
struction and to be compensated by delivery of additional power over their 
present contract until such funds are repaid in kilowatt-hours. The rate for 
these kilowatt-hours would be determined from amortization cost of city equity 
and increased operation and maintenance cost to the Bureau, plus such other 
factors as are desirable and necessary. 

It is not expected that the operation and maintenance costs would be greatly 
affected, since this construction would only affect the surge chamber and the 
dam. Since the dam would be all new, it is possible that these costs might 
be reduced. (The existing dam is the same as when acquired from the city 
with some reinforcement. ) 

In 1959 (which was a less than average water year) 165 million kilowatt- 
hours were generated, of which 15 million were sold as nonfirm energy, and 
another million kilowatt-hours were spilled over the dam. 

Attached tabulation appendix A shows power purchased by the city of 
Anchorage, Chugach Electric Association, Matanuska Electric Association for 
the year 1959. 

Appendix B shows disposition of water available at the project since the 
start of generation in 1955. 

Appendix C shows the rate of use and the cost per kilowatt-hour to the 
contractors for Eklutna power during 1959, as compared to their contract 
commitment. 

The average calendar yearly inflow of water to the Eklutna Reservoir has 
been 251,000 acre-feet average since 1948 when first accurate water records were 
kept, and it is the water actually spilled that the city of Anchorage is mostly 
concerned over. As can be seen from appendix B, this can amount to con- 
siderable water or electric energy. It should be noted that the amount of water 
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spilled in later years has been reduced. This is due to the military bases and 
contractors taking nonfirm or dump power. 

This period when nonfirm power is available occurs during the summer 
months when the inflow water is produced by rain, melting snow, and glacier 
melt. It also occurs when the system load is lightest, and is possible only if 
the thermal generating plants are shut down. 

Now with a high dam, this water would be conserved for use during the winter 
when loads are the heaviest and maximum power is needed. 

The city has a firm contract for 16,000 kilowatts at 52 percent load factor 
with the Bureau of Reclamation, and 6,500 kilowatts of diesel generation in their 
own plant. The system peak in December 1959, and January 1960, was 17,280 
kilowatts. Now with the system load continuously growing at a conservative 
rate of 8 percent we will exceed our capacity in the winter of 1962-63. 

We therefore have hired R. W. Beck & Associates to make an engineering 
and feasibility study on future power supply from the following possible sources. 

1. Through existing power pool agreement purchase power from CHA. 

2. MBA has under study a mine mouth steamplant, and if feasible enter 
into a short term (5 years) agreement for purchase of power. 

3. Install city-owned generation in the city, probably using diesel engines 
which would be dual fired,’'to use either heavy oil, such as Bunker C, or 
natural gas. 

4. If approved by Congress, have the Bureau study the feasibility of raising 
the reservoir at Eklutna to produce about 20 million (average) firm kilo- 
watt-hours per year. 

Rough calculations from data contained in Eklutna project, engineering and 
geology final report indicate (p. 6) : 

1. Area of surface of lake, 3,257 acres. 

2. Kilowatt-hour per acre-foot, 700 kilowatt-hours. 

8. Therefore, each foot the lake is raised would yield 2,272,000 kilowatt- 
hours of stored energy. 

From this it is evident that the higher dam the city requests consideration 
of will not be a massive structure and that an increase of about 10 feet in the 
erest elevation of the spillway will accomplish the 20 million kilowatt-hours 
storage that now seems desirable. 

However, a review of the geological data and perhaps some additional tests 
may be indicated along with a reservoir study which the Bureau or other engi- 
neers could accomplish in a short time and prove or disprove the feasibility 
of this project. 
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APPENDIx B 


Water records—Eklutna project 


Water used | Water inflow Water Kilowatt- 
for power to lake spilled hours 
(acre-feet) | (acre-feet) (acre-feet) spilled 


119, 540 199, 200 79, 661 55, 760, 000 
176, 920 235, 500 58, 579 41,000, 000 
204, 830 306, 600 101, 771 71, 240, 000 
231, 900 252, 700 20, 800 14, 560, 000 
237, 500 238, 900 1, 400 980, 000 


NOTES 


Average calendar year inflow=251,000 acre-feet, based on records 1948 and after. 
700 kilowatt-hours acre-feet. 
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Senator Kucuen. We will now hear from Charles A. Robinson, 
staff engineer, National Rural Electric Cooperation Association. 

Mr. Rosrnson. I am Charlie Robinson. I have with me three rep. 
resentatives of cooperatives in Alaska, and I ask that one of them be 
heard now, Mr. Chr de Ardin, of Chugach Electric Association, and 
that my testimony be reserved for a later time, if there is time ayvail- 
able, or if not, that I be allowed to file a statement. 

Mr. Ardin? Go ahead, sir. 


STATEMENT OF CLYDE ARDIN, CHUGACH ELECTRIC ASSOCIATION 


Mr. Arpin. My name is Clyde Ardin. Until the 16th of April I 
was manager of the Chugach Electric Association. 

I believe that Senate bill 3222 has a serious effect upon the existing 
contracts between the Bureau of Reclamation and the Chugach Elec- 
tric Association. 

The impression which has been given the committee is that the 
construction of a higher dam at Eklutna Leke will impound more 
water, apparently, and add more firm energy to the area. 

Now, if I could offer this as something for you gentlemen to follow 
along on, I think that all that we can possibly do is impound the 
water that is running into the reservoir. If you will notice in the 
first set of statistics, on the total inflow of water for the calendar 
year, the year 1957 was an unusual water runoff year, and the average 
runoff records from 1948 indicate that only 248,000 acre-feet is the 
average runoff. 

Senator AtLorr. Are these Bureau figures, Mr. Ardin ? 

Mr. Arvin. Yes, sir. 

Now, the Bureau project was set up with a firm kilowatt depend- 
ability. I believe it is 142 or 148 million kilowatt-hours; with approx- 
imately 20 million kilowatt-hours of nonfirm energy, depending upon 
excess water available to the project. 

Now, until 1957 no dump project power was made available to the 
area by the Bureau of Reclamation. No contractor of Bureau power 
received a single kilowatt of dump energy, to my knowledge. 

You will notice in the year 1958, after dump power was made 
available, only 20,000 acre-feet were spilled, and in 1959 only 1,940 
acre-feet were spilled. 

Gentlemen, this becomes a matter of operating integration. We 
have a 14,500-kilowatt steamplant which, during the summer months, 
is practically idle because of the availability of dump power to us. 

enator Kucuen. “We” meaning to whom ? 

Mr. Arvin. The Chugach Electric Association. ' 

Now, dump power has been made available to the contractors in 
the past from May through the end of September. The practice in 
the operation of the Eklutna project is that when the water runoff 
into the area stops because of the cold weather, the reservoir should 
be full. If no spillover exists, there have been no kilowatts wasted. 
If it is generated and sold during the summertime, a useful purpos 
of the water has been achieved. 

Now, by close integration between the Bureau project and our steam- 
plant, dump power -could be made available to the contractors of 
Bureau power earlier in the spring, and if the firm power requirements 
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of the Bureau project were jeopardized by a low water runoff summer, 
then our steamplant could be brought into full capacity earlier in 
the fall to replace the energy which had been used under a on power 
basis. 

Now, this, in my opinion, provides us with a reasonable operating 
program for the area. It provides maximum benefit to the users, in 
that we have dump energy which reduces our power costs, because we 
buy it at 6 mills without a demand charge and we are able to use our 
steamplant under a base load situation. 

Now, regard, if you can, the reason that Chugach is referred as a 
“9-plus mill per kilowatt-hour” user of Bureau power. We base load 
at Eklutna. You do not base load a hydro project. You base load a 
steamplant. And you peak with hydro, because hydro is flexible in this 
capacity. The fact that we have not been able to integrate our steam- 
plant with the Eklutna project means that we have had to program 
our contract commitments from Eklutna a year in advance and not 
use any more than that. Then when we get our dump energy during 
the summer, it reduces the cost per kilowatt-hour from Hlutna to 
the Chugach project. 

Now, we have encouraged that our facility be utilized in maximum 
effectiveness to reduce the area power cost. 

We believe that there is more power available from Eklutna than 
165 million killowatt-hours. One of the reasons that you have had 
spillover in the past years is that the previous electrical demand in 
the area has not permitted all of the energy through the water runoff 
at Eklutna to be used. There just has not been that much demand in 
the area. The demand is fenlie increasing in the Chugach area and 
all Eklutna power can now be utilized. 

The Chugach Electrical Association is now a contractor with the 
Homer Electric Association, another REA financed cooperative, to 
provide them with power from our existing steamplant and a hydro- 
plant which we are building on the Kenai Peninsula. We are also 
in the process of negotiating with the Kenai Lake Electric Associa- 
tion, an REA financed project, to supply them with electric power. 
The Matanuska Electric Association has asked us to supply them with 
power after their Bureau commitments are used. We are negotiat- 
ing to supply steam and hydro power to the city of Seward rather 
than diesel power, which they are presently using. 

This dump power to Chugach is a very important element in the 
cost of kilowatt-hours not only to the Denaliciags area, but to the 
entire Greater Anchorage community and in the Kenai Peninsula. 
So that by reclassifying our nonfirm energy to firm—last year we re- 
ceived 744 million kilowatt-hours of dump energy—you are removing 
this from us at 6 mills and causing us to substitute steam generated 
power, at a greater cost than 6 mills. So in effect we are driving up 
the price of electricity, to the detriment of the community, of the 
greater community, not just the Anchorage area. 

I would like to get back to this business of integration. At the 
present time we have been working on a power pool arrangement in 
the area. We believe that by the pooling of our power resources 
and effectively programing this pool operation with the Bureau pow- 
er, we will provide maximum electric facilities to the entire Kenai- 
Anchorage area at the lowest possible cost, because we can operate 
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the next higher cost element of generation as required, rather than 
CEA operating a steamplant and the city operating their diesels at 
the same time. . 

The Eklutna project, if operated in conjunction with local genera. 
tion, could utilize all of the water runoff in any normal water run. 
off year without the increase in the dam height. 

Senator Atiorr. May I ask you a question there, Mr. Ardin? 

Going back a ways in your testimony, do I understand your state. 
ment to be that the reason there have been waters spilled in any year 
is because there was not the demand for electricity in this area ? 

Mr. Arprn. There are two things. 

Senator Axtorr. Is that completely true, or only partially true? 

Mr. Arprn. It is true. There is one other thing which permits 
spillover. And that is the operating characteristics of the Eklutna 
project in past years had not been developed in sufficient detail that 
it would permit them to draw the reservoir down as low as they be- 
lieve they could with the assurance of maintaining their project ob- 
ligations. 

Now, if they were assured that if they should run themselves out 
of water, you might say, at a particular period in the summer, that 
we would put our steamplant in service and make up the difference 
in electric energy available to the area, or required by the area, they 
could then operate with a great deal more flexibility in the drawdown 
schedule. This is something which they are attempting to do this 
year, to draw the reservoir down further by making the dump power 
available a longer period of time. 

Now, if this proves out, there is no reason why we could not co- 
operatively attack this problem and provide maximum benefits to 
the entire community. 

Senator Kucuen. If this bill were an authorization for the De- 
partment of Interior to construct the project contemplated, I sup- 
pose that your group would favor it. 

Mr. Arvin. No,sir. We will oppose Senate bill 3222. 

Senator Kucuet. I say: But if this bill were simply an authoriza- 
tion for the Department of Interior to construct additional facilities 
in connection with the Eklutna project, I assume then your people 
would favor it. 

Mr. Arvin. No, sir; not necessarily. 

Senator Kucuet. I see. 

Mr. Arvin. We do not believe that it is necessary if the systems 
are properly integrated. 

Senator pa Plus the fact that you would be deprived, no mat- 
ter who enlarged it, of the dump electricity you are getting at a 
cheaper rate now. 

Mr. Arptn. Yes, sir. 

Senator Kucuet. And why is that? Why would you be deprived! 

Mr. Arvin. Because the water which is now used in a nonfirm ca- 
pacity, by being impounded by a higher dam, would be declared firm 
at a different rate. And if the city of Anchorage receives this, there 
is no dump energy available to the other two contractors of the Bureau 
of power. 

Senator Kucuern. Have you people tried to get together, up there, 
your different consuming groups? 
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Mr. Arprn. Yes, sir, as I mentioned, we have a power pool agree- 
ment which has been ratified by the three contractors of Bureau power. 
Two of these contractors are in opposition to the Senate bill, 3222. 

Senator AtLtorr. The two cooperatives? 

Mr. Arpin. Yes, sir. 

We feel that the added money that the Government would spend, 
as | understand, would be credited back to Anchorage against their 
rates. 

Senator Atuorr. That is as I understood it, yes. 

Mr. Arvin. So actually over a period of time the Federal Govern- 
ment is paying for it in one way or another. 

Senator Atiorr. Well, this is something that I think you could only 
get at by some expert testimony from engineers, which I am certainly 
not qualified to give. It would depend on where you fix the rate ini- 
tially, it seems to me. Whether it amounts to the Federal Government 
paying for it or not, or whether the Federal Government would be 
simply constructing it, I do not know. Personally, I would want to 
hear some ee testimony on this from engineers and see some figures 
before I would want to make a judgment as to what it would amount to. 


Mr. Arpin. I think that the principal thing we must recognize is 
that there is only so much water coming into the reservoir, and the 
height of existing facilities will impound this water. And by coordi- 
nated programing we may use water effectively up to an exceptional 
runoff year. 

The other point is that this money, if it is the Federal Government’s 
money, could be best used for some other hydro project to add addition- 


aleapacity and additional energy to the area. 

Gentlemen, thank you very kindly for your time. 

Senator Kucuent. Thank you, Mr. Ardin. 

There are several of you from Chugach. 

Are you representing the Matanuska Electric Association ? 
| Mr. Arvin. No, sir; they sent a letter in, which Senator Gruening 
1as, 

(The prepared statement of Clyde Ardin follows :) 


PREPARED STATEMENT OF CLYDE ARDIN, REPRESENTING CHUGACH ELECTRIC 
ASSOCIATION 


Mr. Chairman and gentlemen of the subcommittee, my name is Clyde M. Ardin. 
Iam a former manager of the Chugach Electric Association, and secretary of 
the Alaska Rural Electric Cooperative Association, and have been requested by 
the Chugach Electric Association to testify in its behalf against S. 3222. 

In 1949 the expanding population growth in the Anchorage area increased the 
demand for additional central station electric service. As the largest growth 
occurred in the area outside the Anchorage city limits, and because of the 
failure of the Anchorage Municipal Light Department to satisfy the needs of 
this area, the Chugach Electric Association, Inc., was created. Financed by 
REA funds, rapid development followed and the area soon became subject to a 
shortage of power and “brownouts” occurred. 

The Bureau of Reclamation at this time was completing studies on the Eklutna 
project which when completed would satisfy the area power requirements. 
Howéver, as the power shortage was then critical more immediate action was 
Tequired and the joint construction of a 9,500 kilowatt steamplant by the 
Alaska Railroad and Chugach Electric Association was initiated. The funds 
were obtained by an REA loan to Chugach Electric Association and a congres- 
sional appropropriation to the Department of the Interior for the Alaska Rail- 
toad’s portion of the plant. A principal consideration at the time of the 
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authorization for the Knik Arm Plant was the desirability of its being operateq 
in support of the Eklutna hydroplant in an integrated system when the Eklutna 
project was completed. - 

To accomplish this end the Alaska Railroad through the Department of the 
Interior was designated as the operating agency, and the plant was turned over 
to the Bureau of Reclamation for actual operation. 

Within a year problems in operations and billing led to Chugach Electric 
Association requesting and receiving authority to operate Knik Arm. 

Contracts executed between Chugach Electric Association and the Bureau of 
Reclamation for power from Eklutna support the original premise of the Knik 
Arm Plant’s role as backup for the Eklutna hydroplant. To this date no ar- 
rangements to integrate these plants have been successful although proposed 
to the Bureau of Reclamation by officials of Chugach Electric Association upon 
numerous occasions. 

S. 3222 contemplates raising the dam at Eklutna and the reclassification of 
20 million kilowatt-hours of nonfirm energy to firm. The cost of this has been 
estimated to be $2 million. I wish to state that in view of existing water records 
of the Eklutna project and through close programing of power requirements in 
coordination with the Knik Arm Plant no spillover will occur in any normal 
water runoff year. The added investment will not add a single kilowatt of 
additional capacity nor will it provide more kilowatt-hours but will only serve 
to increase power costs to two of the contractors of power from the Eklutna 
project. This reclassification of nonfirm to firm would be legislation of special 
benefit to the city of Anchorage alone and to the detriment of the Matanuska 
Valley-Greater Anchorage, Kenai, Seward and Homer areas. 

Additional expenditures on Eklutna are not desirable. Far more can be 
gained for the entire community if the funds suggested are used in the con- 
struction of a new project to add both capacity and energy to the area power 
supply. 

I specifically refer to the proposed Bradley Lake project now being studied 
by the Corps of Engineers. This project will make a substantial contribution 
toward meeting area power requirements until the Susitna project becomes 
feasible. May I suggest that these funds be employed to greatest area benefit 
and not to further increase the already high cost of power to the growing 
communities of Alaska. 


Senator Kucuen. Mr. Campbell, of the Bureau of Reclamation. 


STATEMENT OF DON CAMPBELL, BUREAU OF RECLAMATION 


Mr. Camrsety. Senator, my name is Don Campbell, from the Bureau 
of Reclamation. I came up primarily to answer any questions with 
respect to the existing Chugach and Matanuska situation. 

Senator Attorr. Do you have a map ? 

Mr. Campsetu. Yes; that is a map of the Eklutna project. 

Senator Axtort. I do not know that the map would be identifiable 
if it were printed as a part of the hearing, but I think we should per- 
haps have that map here as a part of the files and the hearings. 

Mr. Camppety. I will be glad to leave this with you. 

Senator Atxorr. If you will, please. 

Mr. Campsett. The Eklutna project is a Federal project built by 
the Bureau of Reclamation. It was authorized by Public Law 628 
of the 81st Congress and amended by Public Law 260 of the 83d 
Congress. The project is in the vicinity of Anchorage. It consists 
of a powerplant and a reservoir and a small dam. 

The lake itself is some 7 miles long and is connected with the 
powerplant by a 9-foot concrete line tunnel some 414 miles long, and 
the tunnel terminates in a steel penstock some 1,375 feet long leading 
to the powerplant. The powerplant consists of two units of 15,000 
kilowatts, each, the first having gone into operation in January of 
1955, and the second in April of 1955. 
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The transmission system consists of two 115-kilovolt lines, one 
running from the powerplant to a substation in the vicinity of An- 
chorage, and a second line running from the powerplant to the vicinity 
of Palmer. At the Anchorage substation, the service is rendered to 
the city of anchorage and to the Chugach Electric Association. 

We make deliveries from the Palmer substation to the Matanuska 
electric substation. 

The present storage in the lake is approximately 182,100 acre-feet, 
and of that amount some 150,000 acre-feet is allocated to power and 
some 10,000 acre-feet to sediment and some 22,100 for ice cover and 
head on the intake. 

The present production of the project over a long-term period is 
estimated to be some 153 million kilowatt-hours annually, with an esti- 
mate of 137 million kilowatt-hours annually of firm power and some 
16 million annually of nonfirm power. 

In the calendar year 1959, the firm generation amounted to 140,- 
134,000 kilowatt-hours, and nonfirm production amounted to 19,303,000 
kilowatt-hours. The firm, of course, was supplied to the three 

reference customers, namely, the city of Anchorage, Chugach, and 
Matanuska REA Associations. 

The dump energy was sold to Chugach and to the Department of 
Defense for use at Elmendorf Air Force Base and Fort Richardson. 

That is about as complete a description as I can give you, Senator, 
of that project. 

Senator Axtuorr. Mr. Campbell, there have been numerous ques- 
tions raised here. The direct question that is raised, first of all, it 
seems to me, between Mr. Shannon’s testimony and Mr. Ardin’s testi- 
mony, as to whether or not there is actually sufficient water developed 
here to justify a higher dam and additional power installations. What 
would you say as to that ? 

Mr. CaMpBELL. I would say, Senator, that that is one of the prob- 
lems that must be studied and developed in a feasibility report, as 
far as this addition to the Eklutna project is concerned. 

Senator Attorr. And the Department has not gone this far?) The 
Bureau ? 

Mr. Campsetu. That is right, sir. 

Senator Attorr. With respect to raising the second issue, as I see 
it, which is with respect to rates, as to who would actually be paying 
this, Mr. Campbell, under the plan as suggested, where the city of 
Anchorage would advance the money to the Bureau of Reclamation, 
the Bureau of Reclamation would fix a firm price and then give some 
kind of a discount. Whether or not the Bureau of Reclamation was 
eventually assuming the cost would be determined completely by where 
these figures were placed, would it not ? 

Mr. Campsety. That is right, sir. 

First, let me state that the rates for the sale of energy from the 
Eklutna project are subject to review and approval of the Federal 
Power Commission. And one way possibly of doing this would be 
to bill at this existing rate, taking into account such factors as in- 
creased operation and maintenance, if any, of the powerplant result- 
ing from overload, because the power will be developed and the energy 
will be generated from the overload capacity of the two existing gen- 
erators and may result in some more rapid depreciation, let us say. 
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There might be a slight element of increased O. & M. cost. And those 
would have to be taken into account, and, of course, the existing rate 
includes the component for the amortization of the Federal investment, 

If money were advanced which is non-Federal, then some portion 
of that amortization component with respect to the increased sales 
made to the third party in this case beald be applied as a discount to 
the sale of power under the existing rate. 

Senator Atxorr. Has the Bureau reported on this bill yet ? 

Mr. Campsetu. No, sir; the Department has not reported. 

Senator Attorr. Or the Department, rather. When could we expect 
a report on the bill, as such ? 

Mr. Camppetu. That I could not answer, Senator, and I just do 
not know. 

Senator Atiorr. Has a report been requested ? 

Mr. Lineweaver. Yes, sir. 

Senator Gruentne. I think the bill was drafted in the Department. 
But, of course, that is not the equivalent. of a report. 

Senator Atxorr. I presume it was drafted as legislative assistance, 
without any commitment ? 

Senator GruEeNine. Without any commitment; that is correct. 

Is this bill drafted, then, Mr. Campbell, on the assumption that, 
since it refers nowhere in it, as I see it, to feasibility, that feasibility 
would have to be established under our reclamation laws ? 

Mr. Campsett. I believe that it should have a reference to the es- 
tablishment of feasibility. This is my personal opinion. And that 
the finding would be made in accordance with the Bureau’s usual 
practice. 

Senator Attorr. Would you, then, call the attention of the Depart- 
ment to the fact that the feasibility situation is missing from this, so 
that such a matter would be dealt with specifically in a report ? 

Mr. Campsetu. Yes, sir; I shall. 

Senator Atxorr. Senator Gruening, do you wish to ask questions? 

Senator Gruenine. No, no question, but I would say that I think 
that is very proper to specify the need for a feasibility approval and 
it could be added as an amendment, although I think it is taken for 
granted that the Congress would assume that feasibility would be 
included; but it could very well be amended to put a clause in, pro- 
vided it is found to be feasible. 

Senator Atxorr. I understand, then, that the situation is that as to 
feasibility or potential feasibility, there can be nothing done until the 
Bureau completes a report or completes an investigation which it has 
not made at this time. 

Mr. Campsety. That is correct, sir. 

The estimated cost figures that have been used are very, very rough, 
I would say, as witnessed by the range from $214 to $314 million. 

Senator Gruentne. I would like to suggest, Senator Allott, that 
this might include a recommendation that if this proposal to raise the 
Eklutna Dam is not found feasible, other sources of power should be 
studied in connection with it. As you know, there are several other 
lakes nearby that are potential hydroelectric sites. It is essential 
that Anchorage get more power, however it is provided. And if it 
cannot be done this way as proposed by the legislation as now intro- 
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duced, if that is found to be infeasible, let us see what else there is. 
We must have some alternatives. 

Mr. Camppe.u. There are other nearby projects in the lower rail 
belt area that are under investigation. 

Senator Atuorr. That would be fine. 

Thank you, Mr. Campbell. 

Senator AtLorr. Colonel Vivian, did you wish to make your state- 
ment at this time ? 

Will you identify yourself, Colonel, and your colleague? 


STATEMENT OF LT. COL. JAMES A. VIVIAN, OFFICE OF THE CHIEF 
OF ENGINEERS; ACCOMPANIED BY H. C. C. WEINKOFF, CHIEF 
OF PROJECT DEVELOPMENT BRANCH, OFFICE OF CHIEF OF 
ENGINEERS 


Colonel Viv1an. Sir, I am Lt. Col. James A. Vivian, of the Office 
of the Chief of Engineers, and I am accompanied by Mr. H. C. C. 
Weinkoff, Chief of the Project Development Branch. 

Senator Axxorr. All right. You proceed in your own way, 
Colonel. 

Colonel Vivian. Sir, I am here at the request of the committee to 
present a brief résumé of the status of the water resources studies 
which the Corps of Engineers now has underway in Alaska. 

The civil works activities of the Corps of Engineers in Alaska 
include a survey of the harbors and rivers of Alaska, which was 
authorized by the Flood Control Acts of 1948 and 1950. The scope 
of this study includes examinations and surveys of the harbors and 
rivers in Alaska for navigation, flood control, hydroelectric power, 
and other water uses. 

Six interim reports have been completed and forwarded to the Con- 

ss containing information of reconnaissance scope to include an 
inventory of potential projects. In some instances, detailed investi- 
gations have been made and specific projects recommended. 

As I noted, the information on power contained in the completed 
interim reports has been largely preliminary in scope. However, a 
review of the interim report on Cook Inlet and tributaries, published 
as House Document 34 of the 85th Congress, which is presently under- 
way, will be reported on in two phases, and phase one, scheduled for 
completion by the District Engineer this fall, gives consideration to 
the development of hydropower at Bradley Lake on the Kenai 
Peninsula. 

Bradley Lake lies about 4 miles southeast of the head of Kachemak 
Bay, about 100 miles south of Anchorage. The development being 
considered by the district engineer for this site is an installed capacity 
of about 50,000 kilowatts or so. Our studies are still not final. 

A dam at the lake outlet would raise the water surface around 100 
feet to completely control the runoff. It is presently estimated that 
about 20,000 to 30,000 kilowatts of prime power would be available. 
According to preliminary information from the Federal Power Com- 
mission, it is anticipated that there will be a market for this power. 
_Additionally, the Corps of Engineers, as you know, and as men- 
tioned by Senator Gruening, has initiated a survey this fiscal year to 
determine the engineering and economic feasibility of developing one 
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of the world’s largest power sites, located at Rampart Canyon on the 
Yukon River, about 300 miles north of Anchorage. 

Preliminary evaluation indicates that the Rampart site is probably 
the largest undeveloped low-cost powersite on the North American 
Continent. Very preliminary studies point toward feasibility of 
development of a hydropower project at this site with an installed 
capacity approaching 5 million kilowatts. 

The dam would impound a reservoir with an area of about 10,000 
square miles. The power head would be over 400 feet. Of course, 
this study will take several years to complete. 

This concludes my statement, sir. 

Senator Atxorr. What is the power head on the Eklutna project? 

Colonel Viv1an. On the original project, the head is about 860 feet. 
I do not have a figure for the proposed modification. 

(Federal Power Commission records indicate gross head is 847.5 
feet ; estimates effective net head, 808 feet.) 

Mr. Lineweaver. Is that right? 

Mr. Campsety. 800 feet. 

Senator Atuorr. You have no comments specifically, then, on this 
proposed bill? 

Colonel Vivian. No, sir; we do not. 

Senator Attorr. Senator Gruening ? 

Senator Gruenina. No, sir; except this: If it should not be feasible, 
soa vm give us any idea how long it would take to complete Bradley 

ake ? 

Colonel Vivian. Under the most ideal conditions, sir, I would say 
to complete the survey, obtain authorization, and then obtain appro- 
priations for planning and construction, it would probably be the 
middle 1960's, at least, before any power could be delivered. 

Senator Gruenine. In other words, a matter of at least 5 years? 

Colonel Vivian. At least, sir. 

Senator Gruenine. How far have you gone with that? You have 
made some preliminary surveys, have you not ? 

Colonel Vivian. Sir, we are in the process at this time of firming 
up our surveys, and we expect to finalize the study, or the district 
sneer expects to finalize the study, this fall, either late this summer 
or fall. 

Senator Gruenine. I wonder whether you or Mr. Shannon could 
answer the question as to whether the completion of Cooper Lake 
would tide over the Anchorage situation for awhile. 

Colonel Vivian. I would prefer that he do it, sir, since we rely on 
the Federal Power Commission for our power data. 

Senator Gruenine. I think that is a question I would like to ask 
Mr. Shannon. 

Senator Atuuorr. Mr. Shannon, would you mind coming forward! 
Can you answer the question of Senator Gruening ? 

Senator Gruenrnc. Would the Cooper Lake project tide over the 
Anchorage situation, while we are studying the Eklutna project ’ 

Mr. SHannon. Senator, I am not too familiar with the Cooper Lake 
project. It is a CEA project. However, there are several questions 
about the Cooper Lake project which I think would be very pertinent 
to this bill, such as how much dump power is coming from Cooper 
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Lake, how much firm power. I think it is all very pertinent to this 


ill. 
M Senetér Axort. Would you like to have Mr. Ardin comment on 


hat? 
Would you like to comment on that, Mr. Ardin? 

Mr. Arprn. Sir, our Cooper Lake project has two 7,500-kilowatt 
turbine generators installed, and the existing water runoff records 
there suggest that about 50 million kilowatts of power annually will 
be available from the project, operated at 50 percent of its installed 
capacity. It will give us about 50 million kilowatt-hours annually. 

We do not contemplate that there would be any dump power, 
because the hydro project will be programed with our steamplant 
and our Bureau contract to make it a firm powerplant. The steam- 
plant will be again operated in conjunction with these hydro facili- 
ties. 

Curves which we have projected, in conjunction with similar curves 
prepared by REA and FPC, plus other local authorities on the mat- 
ter, suggest that the Anchorage area will face a critical power pro- 
gram in the winter of 1963 and 1964. 

Senator Atnorr. Even with Cooper Lake completed ? 

Mr. Arprn. Even with Cooper Lake completed and delivering its 
present estimated capacity. 

Senator Attorr. So that something needs to be done if the An- 
chorage area is not going to run short of power within, say, the end 
of the next 3 or 4 years ? 

Mr. Arptn. Yes, sir. This is true. We have filed a preliminary 
permit on a complex of lakes in the Cooper Lake area—the Grant 
Lake, Tarmigan Lake, and Falls Creek runoff area, which would add 
about 18,000 installed capacity to that system, and that could probably 
be done by this period of time. However, it would be our intention 
that it should be a joint community project rather than peculiar 
to CEA alone. : 

Senator Grugentne. Do I understand that all the Cooper power 
will go to the Chugach, or will some of it be available for Anchor- 
age ¢ 

Mr. Arprn. Sir, at the present time we have a firm contract with 
Homer to deliver 5,000 kilowatts of this capacity to the Homer Elec- 
tric Association. We also will deliver whatever is required to the 
Kenai Lake Association. 

There will be an excess of power for the first couple of years, 
probably, from the Cooper Lake project, which will be available 
to other utilities in the area, such as the city of Seward, the city of 
Anchorage, and so forth. 

Senator GruEnine. I would like to suggest, if it has not been done, 
that the Bureau of of Reclamation be asked, as it develops this feasi- 
bility project, to look into these alternatives, because if this proves 
not feasible, we certainly will have to move as rapidly as is possible 
In other directions. I think that might be done simultaneously by 
| the Corps of Engineers. 

Colonel Vivran. We will certainly include marketing data in our 
report on the Bradley Lake project, sir. 

Senator Atorr. I would like to ask just one question jointly of 
youand Mr. Campbell. 
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I note pretty much an absence of any testimony this morning about 

otential demands of the next few years, the next 5 to 10 year, and 

think that this is a very important factor. Has there been any 
such study made? 

Colonel Vivran. Sir, if I may, I will quote from a letter writtey 
by the district engineer in Alaska: 


An estimate from (the) Federal Power Commission report of April 1960, 
interpolated for (the) year 1966, indicates that without additional power , 
shortage of about 26,000 kilowatts would develop in the Cook Inlet area, 
This may be compared to a total area requirement in 1966 of about 102,0m 
kilowatts. 


Senator Atnorr. About a 26,000-kilowatt shortage then ? 

Colonel Vivian. Yes, sir. 

Senator Attorr. In what year? 

Colonel Vivian. 1966. 

Senator Atuorr. And these are Federal Power Commission fig- 
ures ? 

Colonel Vivian. Yes, sir. 

Senator AtLorr. Thank you, Colonel. 

I will place in the record at this point copy of a letter from Gus 
Norwood, executive secretary, Northwest Public Power Association, 

(The copy of the letter referred to follows :) 

APRIL 22, 1960. 

Hon. Ernest GRUENING, 


Senate Office Building, 
Washington, D.C. 


DEAR SENATOR GRUENING: At its 20th annual membership meeting the North- 
west Public Power Association adopted the following resolution relative to §. 
3222 in its present form: 

“Resolved, That we favor further study of the expansion of the Eklutna 
project by the Bureau of Reclamation in accordance with the Eklutna Project 
Act, and that we do not endorse S. 3222 in its present form.” 

We have received comments in opposition to S. 3222 from Chugach Electric 
Association, dated April 18, 1960, and from Matanuska Electric Association, 
dated April 12, 1960. Both of these utilities are member of the Northwest Pub- 
lic Power Association as is the Homer Electric Association which likewise is 
affected. Other NWPPA members are Fairbanks, Nome, Ketchikan, Cordova, 
Petersburg, Kodiak Electric Association and Golden Valley Electric Association. 

The city of Anchorage conspicuously is not a member system, but nonetheless 
we feel we should lean over backwards in giving fair consideration to their 
proposal. For this reason, we wrote our resolution as a request for “further 
study” rather than one for unalterable opposition. 

Nevertheless, at this stage, we must oppose the bill because it appears to be 
unequitable. 

This bill S. 3222 appears to be against the small systems and unduly favors 
the biggest system. 

The city of Anchorage is already the favored power customer of the Eklutna 
project, obtaining 16,000 kilowatts of some 30,000 kilowatts capacity, and also 
enjoying a special price discount as you know. 

Next to the equitable problem is the question of sound power pool planning. 
Basically, the Greater Anchorage area requires a power pool approach. 

When the Eklutna project was redesigned in the period 1948-52 much of the 
cost went into lowering the tunnel elevation so as to permit greater drawdown 
of Eklutna Lake and achieve greater peaking capacity. We agreed with this 
redesign approach and defended the-extra costs to Senator Guy Cordon. 

In the event a further study supports raising the dam, the first question thet 
is why should this not be done by the Bureau of Reclamation? Why confuse 
the ownership and areas of responsibility? 
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Some years ago a rumor was started that Chugach Electric Association would 
seek to buy the Eklutna project. We did not support that suggestion and, 
similarly, we must take the stand here that Eklutna belongs to no one utility 
put. should be operated in the best public interest. 

In conclusion, we suggest that the Senate committee direct the Bureau of Re- 
clamation to study the power supply situation in the lower railbelt area and 
report on how the forthcoming shortages can best be met. 

Best personal regards. 

Sincerely, 


Gus Norwoop, Havecutive Secretary. 


And in accordance with the order of the chairman, the committee 
will again take up at 2 o’clock. 

(Whereupon, at 11:30 a.m., the subcommittee was recessed, to re- 
; convene at 2 p.m., the same day.) 


AFTERNOON SESSION 


Senator AtLorr (presiding). The committee will come to order. 
Mr. Orwoll of the Chugach Electric Association is our first witness. 


STATEMENT OF ERLING H. ORWOLL, MANAGER, CHUGACH 
ELECTRIC ASSOCIATION, INC. 


Mr. Orwott. I have these prepared statements. Mr. Gruening this 
morning also introduced a previous letter from me with regard to 
this bill in which I dwelt mainly on the reasons why Chugach Electric 
) felt that it would be of no benefit to the association to raise the dam 
at Eklutna. Most of this was covered by Mr. Ardin, so that I will 
not go into that letter too much. 

In this statement today, we have tried to show that we feel that, 
if the city of Anchorage has $3 or $314 million to spend, we would 
be much better off promoting some other source of generation, such as 
Bradley Lake. 

With the information that we have been able to obtain, I have set 
forth the proposal in this letter in which we all get together in order 
to obtain enough electricity to meet the demands that we will have in 
1965 and 1966. 

Senator Attorr. The statement submitted by Mr. Orwoll, then, 
will be included in the record in full. 

(The statement follows :) 


PREPARED STATEMENT BY HERLING H. ORWOLL, MANAGER, CHUGACH ELECTRIC 
ASSOCIATION, INC. 


My name is Erling H. Orwoll. I am manager of Chugach Electric Association, 
Inc., which was organized as a nonprofit electric cooperative corporation under 
the laws of Alaska on April 1, 1948, to participate in the programs of the Rural 
Electrification Administration. (I will hereafter call this association “CEA” 
in the interest of brevity.) CEA received its first REA loan a few months after 
its organization and began service to its comsumer members on November 11, 
1949. Since that time, CEA has grown to serve an area bounded by the Elmen- 
dorf Air Force Base and Fort Richardson on the north, the Chugach Mountains 
on the east, the community of Portage on the south, and Turnagain Arm of 
Cook Inlet on the west. Almost 13,000 consumer accounts are now served over 
approximately 500 miles of lines. CEA owns and operates the Knik Arm Power 
Plant, a 14,500-kilowatt steam generation facility originally constructed as a 
jot project with the Alaska Railroad, and is now constructing the Cooper 
Lake project, a hydroelectric facility which will have an initial installed capacity 
of 15,000 kilowatts and may have a final installed capacity of 30,000 kilowatts. 
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These few statistics are probably sufficient to reflect the importance of CE, 
to Anchorage and the surrounding area. 

I believe that the members of the committee have copies of my letter of Apri 
18, 1960, to Senator Gruening. In that letter, I commented at length on the 
several objections which CEA has to the modification of the Eklutna projec 
as contemplated by S. 3222. I will not enlarge this statement by repeating those 
objections, but I request that you consider the contents of that letter to haye 
been incorporated into this statement by reference. 

CEA believes sincerely in the very urgent necessity to develop Alaska’s power 
resources in the interest of economic and social growth. Our opposition to the 
proposed modification of Eklutna is compatible with this belief. The Senate has 
had the benefit of the report and staff studies relative to water and power 
resource development in the U.S.S.R. and the U.S.A., which was prepared for the 
Senate Committee on Public Works and this committee pursuant to Senate Res. 
olution 248 of the 2d session, 85th Congress. That report very ably presented 
the great disparity between the efforts of Russia and the United States to develop 
power resources. Since we know that low cost power is the key to Alaska’s 
development, and since it has been clearly shown that the development of these 
resources is a matter of national interest, we urge that this committee tum 
its attention from such negative and unnecessary proposals as contained jn §, 
3222 and that it examine carefully and sympathetically another project which 
would meet the anticipated power deficit in the Cook Inlet area and otherwise 
prove a boon to the economic and social welfare of that area. 

The Bradley Lake project has been under study by the U.S. Army Engineer 
District, Alaska, for several years. This project, which would utilize the 
water flow out of Bradley Lake, a substantial body of water situate on the 
Kenai Peninsula, would produce approximately 32,000 kilowatts of prime power 
or, upon a load factor of 50 percent, installed capacity would be about 64,00 
kilowatts. It is currently estimated that this project could be constructed ata 
cost of $40 to $45 million and that power costs, at the bus bar, would be between 
5.5 and 6.5 mills. The committee will be interested to know that CEA, in plan- 
ning and constructing the Cooper Lake project, located also on the Kenai Penin- 
sula, has deliberately oversized the transmission line between its Quartz Creek 
substation (western end of Kenai Lake) and Anchorage in order to carry 
the additional power which would be generated at another site on the Kenai Pen- 
insula, with particular reference to Bradley Lake. In other words, the cost of 
the Bradley Lake project would be substantially less because transmission 
facilities presently under construction will carry its power to the principal! load 
center. 

Unfortunately, time is of the essence. Conservative forecasts of power re 
quirements in the Cook Inlet area indicate that there will be an acute power 
shortage by 1966 if substantial generation capacity is not added. For example, 
an interpolation of the Federal Power Commission report of April, 1960, indi- 
cates that the shortage in this area will be 26,000 kilowatt hours by 1966, that 
is, the requirement of the area, at present load growths, will be approximatley 
102,000 kilowatts. These figures relate only to normal load growth and do 
not consider the power essential to accelerate the development so badly needed 
in Alaska. The review report on Bradley Lake will be completed in July 1960. 
Thereafter, there will be the usual staff reviews by the Corps of Engineers at the 
several levels of command and supervision. I believe that the committee will 
think me rather optimistic to predict that, with early action by Congress, Brad- 
ley Lake could be on the line by 1965, by which time our power position in the 
Cook Inlet area could very well be desperate. 

There are many other very excellent hydroelectric projects in Alaska which I 
sincerely hope this committee will support, but I will limit my remarks at this 
time to Bradley Lake because I believe that it can be developed most quickly 
and economically. I hope that this committee and Congress, being fully aware 
of our desperate need will authorize an immediate go-ahead on the Bradley 
Lake project and make ample funds available for its completion in the least 
time practicable under the circumstances. 
aaa you for the opportunity to appear before you and for your interest in 

aska. 


Senator AtLorr. You may comment on your statement, Mr. Orwoll. 

Mr. Orwo.. Getting back to the raising of the dam at Eklutna, we 
feel that the reclassification of these 20 million kilowatt-hours in non- 
firm energy would not add any additional generation to the area. 
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The reclassification of nonfirm energy to firm energy would negate 
the terms of the existing contract between Eklutna and CEA, whereby 
CEA, having invested or committed $21 million to the construction 
of generating facilities, no longer receives nonfirm energy from 
Eklutna at a dump power rate. 

This would increase CEA’s power cost by a minimum of $35,000 

er year. 
Sanne Autorr. How much per kilowatt over a year would that 
be? 

Mr. OrwoLxu. It would mean in place of getting our dump power 
kilowatts at 6 mills, we would have to make this up through our 
steam plant which would cost us, we feel, at a conservative figure, 
$35,000 per year. 

Senator AtLorr. You used in December 49 million, based upon your 
yearly consumption, Mr. Orwoll, how much would this raise the cost 
of your net per kilowatt a year? Your cost is 9.69. Do you have any 
figures on that? 

Mr. Orwou. I do not have the cost on what that would increase. 

Senator Atxorr. Your cost last year would be $35,000 out of $512,443, 
would it not ? 

Mr. Orwott. That is right. 

Senator Atxorr. That is the ratio in which it would be raised. 

Mr. Orwotu. That is right. 

When Eklutna and what we call our powerplant were first built, 
it was anticipated that the Chugach powerplant would be integrated 
with Eklutna. 

For the first year, the Bureau of Reclamation operated a steam 
plant for Chugach Electric and the railroad. 

After the first year, it was found that they could save considerable 
overhead costs and the railroad agreed to have Chugach Electric op- 
erate so that, after that time, nothing was done with regard to dump 
power until 1957 when we entered into a contract with the Bureau to 
receive dump power and, from that time on, the overflow has been 
greatly diminished so that, if it is properly integrated now, we feel 
sure that unless it is a year of an exceptional rain after the dam has 
been filled, that that would be the only spillage. 

There is one more aspect of this intended legislation; that is, that 
Chugach Electric and MEA, along with the city have this contract to 
purchase energy from the Bureau of Reclamation. 

In this study, we were not advised that such a bill was even being 
proposed, so that we had no chance to go over this to find whether 
the Bureau had made any study of the feasibility of integrating these 
two systems, and it is our contention that raising the dam will, as 
far as the area is concerned, produce no more kilowatts, and that 
is why we feel that, if we all get together and promote something to 
give us future generation, that the area will be much better off in 
expending that amount of money in that manner. 

That is the reason I have brought this along today showing that 
Bradley Lake will give us something that is going to be badly needed 
by 1965 or 1966. 

There is one more item, too. In the event the dam were raised, 
the city of Anchorage at the present time is receiving as credit to their 
power bill $72,000 per year for their old Eklutna water rights which, 
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in a sense, is a component of Chugach Electric and Matanuska Electric 
rates. 

If this dam is added and the city floats a bond issue and the Bureau 
now is getting 6 mills for dump power, what kind of a rate is the 
Bureau going to charge the city to amortize that $3 or $314 million? 
That also is going to become a component of Chugach rate. 

Senator Atuorr. Mr. Orwoll, to get this thing in, as I see it, its 
proper perspective, did not the city of Anchorage have property rights 
in this dam or this location at one time? 

Mr. Orwow. Right; they did, sir. 

Senator Attorr. So that, whatever concessions they received by 
way of rates are as a return for those property rights; is this not 
right? 

<a Orwo... That is, as I believe, correct. 

I think that that came a little later. Not having been there at 
that time, I understand that that was resolved at a later date than the 
original time. 

Senator Attorr. Under these circumstances, if this was explained 
and nobody challenged these facts this morning, I cannot quite under- 
stand how the co-ops in this instance would feel that they have been 
deprived of something and were being charged a higher rate than 
they ought to have been because, if the city of Anchorage had not 
given up its rights, the co-ops would not have had this power at all, 
would they ? 

Mr. Orwotu. I do not mean to give that thought. My thought is 
this: that they are receiving this amount and is this going to raise 
the rate to the rest of us? It is in a sense that we are being deprived 
of the 6-mill power which we know, if it is firmed up and the city 
is going to receive all of it, that would increase our cost considerably. 

If the Bureau is going to charge what Mr. Shannon, I believe, 
figured would cost the city 5.88 mills, then to amortize the dam it 
would take quite a little additional money if the Government was not 
going to pay for this addition. 

Senator Atxorr. This is a very interesting thing, Mr. Orwoll. This 
whole situation presents some very challenging points because, for 
example, there is no reference to feasibility here. 

I am just speaking sort of off the top of my head about this matter 
because I never knew any of the facts about it until this morning, 
but the contention made by you and Mr. Ardin about there actually 
not being water there for this is an understandable one and I think 
a valid one which can only be resolved upon engineering data. I am 
not so sure of the validity, and I just put this question on it, of the 
contention that it should not be constructed because you would not 
then get the advantage of dump power that you are getting. 

This, I will have to say very frankly, does not appeal to me very 
much as an argument. 

Mr. Orwott. That was the intent of the original contract that 
there would be that much dump power and, for those in a position 
to receive dump power, it was to encourage, I believe, additional 
neon in the area where we have gone out to guarantee the lake 
evel. 
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We have spent $21 million or have committed funds to that extent to 
provide additional power for the area and, through this investment 
F been able to consummate this dump power arrangement with the 

ureau. 

. Senator GruENING. In other words, is there a contract ? 

Mr. Orwotu. Right; we havea contract. 

Senator GruENING. In other words, you think if this went through 
and proved to be feasible that the contract would then be breached ? 

Mr. Orwott. That is right. 

Senator GruENING. If it is merely that they lost something that they 
had, it is one thing, but, if they are entitled to it by agreement, I 
think they certainly have a valid point there. 

Senator Autorr. The point I make, Senator, is this: Dump power 
is just exactly that. It is power that cannot be firmed up and delivery 
guaranteed. It is power which is surplus at a given time and there- 
fore it is dumped to whoever will take it at a reduced rate, and it is 
dumped just as you dump any other merchandise. With this con- 
cept, I do not say that this is right, but I just raise this question 
because, certainly, I would want to think about whether or not this is 
a valid argument since this is dump power. 

At the time that they can firm up a demand for this power, it would 
» no longer be dump power and then they would not be entitled to the 
rate, anyway. It offers a very interesting question and, as I say, it 
has far less effect on me than the other arguments that are used, and 
we will just have to wait on engineering surveys to get those. 

You go ahead, sir. 

Senator Gruenine. It would be your feeling that in any event, since 
» this feasibility is questionable and the demand in the area is going to 
exceed anything that could possibly be produced by raising this dam, 
even assuming that you may be mistaken in saying that no addition 
should be had, we need more power in the area; and I am hoping that 
the Bureau of Reclamation and the Corps of Engineers will come up 
with alternative suggestions. 

I think that merely adding a few feet in a dam is not a tremendous 
achievement anyhow. I would not like to see the city of Anchorage 
spend that sum of money on investigations when it would not amount 
tovery much. 

The benefit-cost ratio would not be very attractive, would it? 

Mr. Orwoux. No, it would not. 

Senator Gruentne. Later I would like to ask Mr. Shannon whether 
he does not think some alternatives would be preferable. 

I think you should know, Senator Allott, that there is a certain 
amount of rivalry and friction between the city and these neighboring 
co-ops. It is one of those inevitable things. 

As far as I am concerned, I want to see done what is most beneficial 
to the people of the whole area. I cannot distinguish between people 
on one side of the line and the other. I do not wish either to is~ 
advantaged. 

The city of Anchorage is spreading out. It is a homogeneous area. 

What we are interested int think all of us, and I think that would 
be true of Mr. Shannon also, although he is here representing the city 
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of Anchorage, is that we want to benefit the whole area; and the whole 
area is going to be short of power. 

I am hopeful that as a result-of the report of the engineers, we may 
get something constructive. 

Senator Atxorr. I am sure that is true, Senator. I know the Sena- 
tor’s only desire is to try to do something for this great area. 

Senator GruENtnG. You have been there, have you not ? 

Senator Atxorr. I have been to Anchorage once. 

I want to delay these issues dispassionately and to look at them. 
This seems to me the most logical way of approaching any question. 

Is that all, then, Mr. Orwoll ? 

Mr. Orwo... Senator Gruening expressed our principles very 
greatly in that we are not concerned with just what 1s going to help 
any one entity of our various power facilties up there but what we 
need to look at is some project so that we can go into larger generation 
to get cheaper power. 

If we all just keep putting a few dollars on our own systems with- 
out getting together and developing something greater, we are never 
going to get cheap power. 

This, we feel, would be just adding to a higher cost of power and 
getting no more energy for our area. 

I think that is all. 

Senator Atnorr. Thank you, sir. 

Mr. Orwoll, you heard the statement this morning of the engineer 
who gave the estimated shortage in 1966 of about 26,000 kilowatts on 
the basis of 102,000. Have you made any studies on that? He gave 
Federal Power Commission figures. 

Mr. Orwott. That is right. Those are Federal Power Commission 
figures which I also have here. 

These were supplied by the Corps of Engineers. 

Senator Atiorr. Thank you very much, sir. 

Mr. Bagley ? 


STATEMENT OF WALTER BAGLEY, DIRECTOR, CHUGACH ELECTRIC 
ASSOCIATION, INC. 


Mr. Bactry. I am Mr. Walter Bagley, Director of Chugach, Elee- 
tric Association. 

Senate bill 3222 is not clear in that it would appear that the city of 
Anchorage is signing a blank check. Previous testimony indicated 
that the Bureau of Reclamation had only a vague idea of what the 
cost would be. They have not made a feasibility determination, s0 
that it makes one wonder just what is behind this bill. 

Presumably, Senate bill 3222 would convert 18 million kilowatt- 
hours from dump power, which is now sold to Chugach Electric As- 
sociation and the military, to firm power which would be sold ex- 
clusively to the city of Anchorage; and previous testimony indicated 
that this converted dump energy would be sold at current: rates less 
amortization of the city’s investment. 

In,a sense, the city would obtain some 20 million or 18 million killo- 
watt-hours of generation with no investment. 

Lack of dump power would increase Chugach Electric’s cost which 
in turn would increase the costs of power to Homer, Kenai, and Seward 
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which will receive, as of this year, power from Chugach Electric 
Association. 

One thing that has not been brought out before is the possibility of 
additional peaking capacity as a result of this bill. Discussions with 
people in the Anchorage area indicate that the city of Anchorage 
would receive some additional generating capacity from this bill. 
Assuming a 50-percent load factor, that would be essentially 2,000 
additional kilowatts capacity. 

This makes sense, particularly in view of these predicted load 
curves, presented at this time in the Anchorage area. 

You will note that these load curves do not include the Kenai Penin- 
sula. That is Kenai, Homer, and Seward. You will see by these 
load curves that in 1963 we will reach our maximum capacity of our 
installed generation. 

Now, if the city of Anchorage were to get this reported additional 
2,000 kilowats, it could only be achieved by one of two things: Either 
the project would have to overload their generators or it would have 
tobe taken away from CEA and MEA. 

Mr. LineweAver. Will you identify those symbols for the reporter? 

Mr. Bactry. Chugach Electric Association and Matanuska Electric 
Association. 

Mr. Lineweaver. Thank you. 

Senator AuLorr. Before you go further, Mr. Bagley, because we 
will make this chart that you have given us a part of this case and 
will be used as a reference, let us identify the various things. 

The top chart is the total system in which the heavy line indicates 
the capacity ? 

Mr. Bactey. The straight lines indicate the capacity. 

Senator Atiorr. The straight line is capacity that is available now ? 

Mr. Bacitry. And installed generation, that is right. 

Senator Atiorr. And the jagged line, if that is what I may call it, 
indicates the load and the indicated growth load as it goes on into 
1965; is that correct ? 

Mr. Bactry. That is right. 

Senator Arrotr. Then on the next one, you do not-have installed 
capacity in that one but you do have the estimated load for the city 
and then you follow that with one for Chugach and then one for 
Matanuska, is that right ? 

Mr. Bactey. That is right, Matanuska Electric Association. 

Senator Artorr. All right. Proceed. 

Mr. Bactey. This bill would in a sense, then, take power from one 
consumer and give it exclusively to another consumer. It would add 
no additional generating capacity to the area and I see no reason why 
we should spend $2 million, whether it be city of Anchorage or private 
Investors’ money, for something that will not do some good to the area. 

If we intend to spend $2 million, it should be spent in providing ad- 
ditional generating capacity. 

Senator Atiorr. Senator Gruening? 

Senator Grurnina. I think that we are getting down to a basis of 
fact which only a survey can determine. 

I would like to get Mr. Shannon back and ask him, if it does: prove 
that the project would not add any additional kilowatts, whether he 
would still want to pursue it because of the dump power that the city 
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might get or whether he would want to seek some other alternative be- 
cause, certainly, although I do not want to pass any final judgment, it 
would seem to me folly to go ahead with this expensive project if it 
is not going to produce any more kilowatts. 

Senator Atxorr. Let us have the other witness and then recall Mr. 
Shannon, Senator. 

I would like to suggest, Mr. Bagley, that if the investigation should 
disclose this, it seems incomprehensible to me that the Bureau would 
build a high dam there—even though they were doing it with some. 
body else’s money—if the investigation disclosed that it was infeasible, 

Mr. Baetery. I agree with that, but it will cost money to make the 
investigation. 

Senator Atxorr. On the other hand, you cannot be sure of what you 
have unless you have an investigation. 

Mr. Bactxry. That is right. 

Senator Atxorr. Allright. Thank you very much, sir. 

Mr. Morgan is next. 

Senator Grurenine. Mr. Morgan, as you know, was the man in 
charge of the whole project. He has now been working for the United 
Nations in the Far East. 


STATEMENT OF JOSEPH M. MORGAN, ADVISER TO THE UNITED 
NATIONS ECONOMIC MISSION TO ASIA AND THE FAR EAST 


Mr. Morean. My name is Joseph M. Morgan. I am adviser on 
water resource developments to the United Nations Economic Mis- 
sion to Asia and the Far East. 

I happened to be in Washington this week. I am the former dis- 
trict manager for the Bureau of Reclamation in Alaska. 

I went to Alaska in 1948 to investigate the Eklutna project and fol- 
lowed through with its construction. Senator Gruening has asked me 
to attend the conference today to be on hand to answer questions. 

Senator AtLorr. You are welcome here, sir. 

Proceed in your own way. Weare happy to have your comments. 

Mr. Moraan. I have no testimony to otter. I felt that if there were 
any grein, the committee or any of the participants would like to 

kk, I will do my best to answer them. 

Senator Gruenine. You were in charge of the construction. | 
would like to ask you, Can you make a curbstone, off-the-cuff judgment 
as to whether this project would be worth while from an engineering 
standpoint ? whether the raising of the dam would produce additional 
firm power ? , 

Mr. Morean. Originally, we looked into the feasibility of building 
what we considered a high dam; that is, a dam 50 feet above the 
prevent structure, about 800 feet downstream; and it did appear feasi- 

le. I say it appeared feasible. We did not make an exhaustive 
study but, because of the power situation at the time and the costs 
involved, we did not warrant any further studies but instead built 
30,000-kilowatt development rather than the larger project. 

I do think it is feasible and there would be an additional block of 


power. Naturally, if you are going to pond up 20 or 30 more feet of 
water over a 3,200-acre lake, you are going to have more energy al 
also a small increment of power. 
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Now, as far as the generators are concerned, they were overdesigned, 
overbuilt to generate 40,000 kilowatts; also the transmission sub- 
station is designed to convert 40,000 kilowatts of power over the trans- 
mission system. 

Senator Grueninea. If you were with the Bureau of Reclamation 
now, you would want a further study now before making final judg- 
ment ? 

Mr. Morean. Yes, indeed. The work we did at that time was what 
we call a “horseback” or a cursory investigation of the feasibility of 
a high dam. It did appear feasible and I suggest that an effort be 
made to determine the economic and engineering feasibility of such 
a development. 

Senator AtLorr. Of course, Mr. Morgan, would you not say that in 
a situation like.this, after such a study it might easily appear that 
Anchorage could get a lot more for their $3 million or $314 million 
» somewhere else than they could get here? This is always a possibility. 
Raising of this dam might be completely feasible and yet engineering 
studies might also disclose that, for the same amount of effort, they 
might get more somewhere else. 

Mr. Morean. Mr. Chairman, the Bureau has always made alterna- 
tive studies of power supply in an effort to determine whether some 
other alternative source of power was more economical. 

I would expect the Bureau during their investigation to make such 
an alternative determination if they are authorized to go through 
with it. 

Senator GrueNnine. Of course, there is one rather unusual factor 
in this—that is, that the city of Anchorage is offering to pay the total 
bills so that the alternative might present Uncle Sam with a problem. 

If power is needed, and it is a self-liquidating project, I certainly 
» think we can get it authorized and move. This is an unusual aspect, 
Senator Allott. 

Senator Atnorr. It is unique to me. 

Have you completed, Mr. Morgan? 

Mr. Morean. Yes; unless there are other questions. 

Senator Anorr. Mr. Ardin, did you have a question ? 

Mr. Arprn. I am Clyde Ardin, speaking for Chugach Electric. 

May I ask Mr. Morgan a question ? 

Mr. Morean. Yes, indeed. 

Mr. Arvin. Mr. Morgan, in an integrated system might it not be 
possible for this nonfirm energy from Eklutna to be reclassified as 
firm by being supported through the Knik Arm powerplant on an 
interchange agreement ? 

Mr. Morgan. It could be; yes, indeed. 

Mr. Arvin. Without any additional cost to the project at all? 

Mr. Morean. Yes, indeed. 

Mr. Arvin. Thank you. 

meres Auorr. Mr. Morgan, I have just one other question I might 
ask you. 

Perhaps it might better come from the Bureau ultimately, but 
would you care to comment on the question I raised about the opposi- 
tion to this because it destroys your opportunity to buy dump power 
ata cheaper rate? 
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Mr. Moreayn. I would rather the Bureau answer that question, sir, 

Senator Auxorr. All right. I think this is all I have. 

Thank you very much, Mr. Morgan. 

Senator Grugnine. Thank you. 

Senator Atxtorr. I think that Senator Gruening wanted to ask for 
your comment, Mr. Shannon. 

Senator Gruenine. I think the members of the committee and | 
myself certainly want to do everything possible, if we can properly, 
to help solve the potential power shortage in the greater Anchorage 
area. 

We know that it is going to be essential to meet this problem. 

I wondered whether you had in mind some alternatives. This isa 
bill which really comes from the city of Anchorage. You are the 
city manager there and a very competent one. 


STATEMENT OF GEORGE G. SHANNON, CITY MANAGER, 
ANCHORAGE, ALASKA—Resumed 


Mr. SHannon. I am Mr. George Shannon, city manager of Anchor- 
age. 

‘aenenee GRUENING. I was wondering whether you did not think 
that, with this bill, as a vehicle for getting information, whether we 
should not have some alternatives in the form of legislation ? 

Mr. SuHannon. Senator Gruening, the information that has been 
provided this morning by some of the other witnesses, I think, needs 
additional information in order for you to understand just what was 
meant by their presentations. For example, Mr. Ardin pointed out 
that CEA is selling power to the city of Seward, the Homer Co-op, the 
Moose Pass, and one or two others. I am sure that they will even- 
tually be selling tothem. But he did not tell you what price. 

I talked to Mayor Petrovich. I asked him at what price Chugach 
had offered to sell them wholesale power and it was about the same 
price that they had indicated that they would sell to the city of 
Anchorage, which is, namely, 18 mills. 

Obviously, the city of Anchorage has an alternative. 

As you will read in your testimony, Matanuska Valley has two 
communications which I think are really pertinent and really interest- 
ing and which really lays the picture on the table for you of what our 
alternative is. 

This morning I explained that we could build some diesels which I 
am sure we will do if we cannot get this power because we want to 
build ourselves up a load. 

Senator Gruentne. You say you want to build yourself up a load! 

Mr. SHannon. We cannot pay 18 mills and this is what we have 
been told our power would probably cost. 

The Matanuska Valley letter, dated April 12, which you have 
your files, I just happened to see today at noon. 

As a way of explanation, I might say that they have been talking 
to us about going in with them on a mine-mouth coal plan. 

In order to make this economical it has to have 20,000 or 25,000 
kilowatt power. This is a rather large unit [reading from the letter]: 

MEAS has asked REA to authorize continuance and completion of a steal 


generation study, and feel that REA will probably so authorize. Our enginee!s 
feel it is feasible and will produce competitive power. The city of Anchorage has, 
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per attached letter copy, notified us of interest in purchaing power from the 
above plant. This is allowable, under REA regulations, for the first 10 years 
of plant operation. CEA has also expressed interest in purchasing competitive 
power. - ye: z : ae 

* * * To summarize the whole situation, it is MEA’s feeling that raising 
the dam at Eklutna is a very small stopgap measure. More concrete results 
could be obtained, if the city wishes to spend money on generation, by investi- 
gating in Cooper Lake with CEA, to add another 7,500-kilowatt unit there. 
We feel that, at present stage of hydrodevelopments, a steamplant is needed to 
firm up the existing hydro, before more of the same is constructed. We probably 
cannot justify a steamplant of really efficient size if the city of Anchorage does 
not help provide a market for the first 10 years of operation. The obvious con- 
clusion we reach is that the city would be acting contrary to the best interests 
of the overall area by expending any money on Eklutna which might jeopardize 
their participation in the proposed MEA steamplant. One other aspect of the 
situation is that the power which would be firmed up by the dam construction 
has been sold in the past as dump power, and has benefited the area to some 
extent. I would assume that if this power is firmed up and sold at the contract 
rates, there would be even less reason for maintaining the present rate base, for 
amortization purposes. 

The point, Senator Gruening, is this: that the CEA makes no bones 
about wanting to buy dump power at 6 mills but they do not tell you 
who they are going to sell it to and what price they are going to get 
for it. v9 

As a supplier of electricity to the retail people in the Anchorage 
area they want 18 mills for that power. They need it to help firm up 
the other rates. 

We do not want to pay 18 mills. We are willing to pay $214 or $3 
million as an investment to get 20 million kilowatt-hours annually of 
firm power and save ourselves the difference between 1014 mills and 
18 mills that we may have to pay from Chugach for the very same 
power. 

Senator Gruening, this does not look like it is a fair deal. 

Now, we are a little bit surprised that there is so much encourage- 
ment about having dump power. One of the questions I have asked 
you to ask Mr. Ardin is, What did they want them to do at Cooper 
lake? They asked us to put in another 7,500 generating unit. 

Cooper Lake is rated at 15,000 kilowatts now. This is what they are 
{ Lo, y 
installing with 42 percent firm power. 

They have asked us to put in another 7,500 unit on which I do 
not know how much it would raise the cost of that power that we would 
be getting but we would not be getting any more power or, if we would 
be getting more power, the only way that we could get more power to 

& power, y way that w us ] 
operate the 21,500 kilowatt of generation is that there must be a lot 
of dump energy at Cooper Lake and that is the only way they can 
make use of it. 

Now, if there is dump power at Cooper, which is under the owner- 
ship of the CEA, why is it that they are so intent on keeping the dum 

9 Wil) 3 ping p 
power at Eklutna? 

The only reason is to force the city of Anchorage to either go to 
high-cost generation by building its own diesel plants or to buy it 
from Matanuska or the CEA so that they can come out on some of 
their high-cost. power projects. 

We do not have any 2-percent subsidy. We are willing to pay 414 
percent interest for our money on the open market because we know 
that, if this feasibility study of the Bureau of Reclamation proves 

y J p 
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factual, proves us out, we can save ourselves, our city, $150,000 a year 
on 20 million kilowatt-hours above anything that has been offered us 
at the present time by any generating agency. 

This generating agency has plenty of power available. They have 
50 million firm energy at Cooper Lake as they told you this morning, 
The letter there shows that they have 41 million firm from Eklutna, 
Their steamplant being a 14,000-kilowatt plant could operate 80 per- 
cent of the time if necessary but let us give it the benefit of the doubt. 
It has another 50 or 60 million kilowatt-hours of firm energy avail- 
able. There is over 170 million kilowatt-hours of firm energy avail- 
able in the CEA system today. 

Last year they sold less than 80 million. 

Why do they need dump power? Only to keep the city of Anchor. 
age from getting economical power. 

Why is it that the city cannot get dump power ? 

We will be getting dump power in 4 or 5 years and when we get 
dump power they will have to take less because we will get it on a pro 
rata basis. 

I just want tosum up. I could go on here but probably there is 
nothing much more. The thing is that we are very simple in our 
request. We want to know if building a higher dam at Eklutna is a 
feasible project. Is it feasible to firm up this natural resource of 
waterpower that we know has dumped as much as 71 million kilowatt- 
hours a year? 

We are willing to pay for the feasibility studies and, if it is feasible, 
the only thing that we ask is that we be permitted to give the money 
to the Federal Government to construct the facility to give us the firm 
power at Eklutna rates, to give us credit for our money; no subsi- 
dies. Otherwise we may have to buy it back at 18 mills. 

Senator Atxorr. I did a little figuring here while you were talking 
on one of these gentlemen’s remarks. As I figure it, the additional cost 
of $35,000 would result in a 6.8-percent increase in their bill. If you 
convert this to mills it would add, as I see it, six-tenths of a mill to 
the cost. 

Mr. SHannon. Senator, I should not be speaking for CEA but I 
believe their figure of a $35,000 cost for the 7 million kilowatt-hours 
would be a little higher than $35,000 at their present generating. 

Senator Atxorr. Perhaps we had better leave this to the engineers. 

Mr. Charles M. Robinson will now be heard. You asked that you 
be passed over this morning. Are you now prepared to give us your 
views ? 

Mr. Rogsrnson. Yes, Senator. 


STATEMENT OF CHARLES A. ROBINSON, JR., STAFF ENGINEER, 
NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Rosrnson. Mr. Chairman, my name is Charles A. Robinson, Jr. 
I am the staff engineer of the National Rural Electric Cooperative 
Association. 

I ask permission that my prepared statement be made a part of the 
record, and that I be allowed to highlight it orally. 
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Senator Atxorr. The prepared statement will be made a part of 
the record and you may go ahead and comment in your own way. 
(The prepared statement follows :) 


PREPARED STATEMENT OF CHARLES A. ROBINSON, JR., STAFF ENGINEER, NATIONAL 
RuRAL ELEcTRIC COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the subcommittee, my name is Charles A. 
Robinson, Jr. I am the staff engineer of the National Rural Electric Cooperative 
Association which is the national service organization of RBA-financed rural 
electric systems throughout the United States. Approximately 950 such rural 
electric systems are voluntary members of NRECA. 

Two of our members in Alaska, the Chugach Electric Association, Inc., of 
Anchorage and the Matanuska Electric Association, Inc, of Palmer, are 
opposed to S. 3222, have so informed us and have asked us to oppose its passage. 


WHAT IS 8S. 3222? 


§. 3222 is a two-page bill, relatively simple in its terminology, but very sub- 
stantial in its effect upon the power supply of Alaska. In essence the bill author- 
izes the Bureau of Reclamation to accept from the city of Anchorage whatever 
funds may be necessary to finance a modification of the 30,000 kilowatt Federal 
Eklutna project. The modification, financed by the city, would transform from 
dump power to firm power some 20 million kilowatt-hours per year generated 
at Eklutna. And, in return for its investment, the city of Anchorage would 
be exclusively allowed to purchase this 20 million kilowatt-hours increment of 
firm power for 50 years at a discounted rate. 


A SPECIAL BILL IN EFFECT 


Were the effect of this legislation to increase the firm kilowatt-hour produc- 
tion at Eklutna by adding to total overall hydroelectric production, we would 
have no objection because we have always supported full comprehensive Federal 
water resource development where feasible and justified by the circumstances. 
However, the fact that the increase in firm energy capability provided for by 
this bill would take place at the expense of drastically reducing or completely 
eliminating the nonfirm energy available from the project creates a very Serious 
problem for our member systems in Alaska. 

Under the prevailing circumstances S. 3222 would confer a very special benefit 
on a particular contractor of a Federal project at the expense of the other con- 
tractors; and incidental thereto, allow the favored. single contractor to avoid 


; a substantial capital investment of his own which he would, in the absence of 


this legislation, be duty bound to make. In addition, the favored contractor, 
in this case the city of Anchorage, would be permitted to purchase extra quanti- 
ties of firm power from an existing Federal plant to the exclusion of other 
customers of the same plant against whom the bill would, therefore, discriminate. 


THE COOPERATIVE WILL BE DAMAGED 


The controversy arises from the particular power supply problem of the 


' Ihunicipal electric system which serves a major portion of Anchorage and the 


Chugach Electric Association, a cooperative which serves some of the city and 
most of the surrounding territory. 
Except for a relatively small 6,000-kilowatt diesel plant, the city system oper- 


ates no generation and depends completely on the Federal Eklutna project for 


its entire source of firm energy. Eklutna is, however, obligated to deliver only 
16,000 kilowatt of firm power to Anchorage. In view of the fact that the city’s 
maximum demand during calendar 1959 reached 14,160 kilowatt, the city must 
Very soon either invest in additional generating capacity of its own or in some 
way increase the capability of the Eklutna project to supply it with firm energy. 
The Chugach Electric Association, by contrast, has invested some $21 million 
im generating facilities of its own, including a 14,500-kilowatt steamplant and 
a 15,000-kilowatt. hydroelectric project scheduled for completion in December 
of this year. 

The cooperative, therefore, although it purchases over 10,000 kilowatt of firm 
Power from the Eklutna project, is providing for its future firm power needs by 
building generating plants of its own. But, in order to efficiently operate these 
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plants, the cooperative needs the seasonal dump energy which it can now get 
from the Federal project. And, the cooperative has executed with the Bureay 
of Reclamation a contract for the purchase of such dump energy. 

The effect of S. 3222 would be to.withdraw from the cooperative this dump 
energy which it requires to complement its steam generation, and to thereby 
increase.the overall annual cost of energy to the coeperative by from $50,000 
to $100,000 per year. 


WEIGHING THE CONFLICTING INTERESTS 


If the circumstances were such that the interests of the city of Anchorage, 
which serves approximately 11,000 meters, were equally balanced against that 
of the Chugach Electric Association alone, which serves 12,000 meters, there 
might be less grounds for opposing S. 3222, even assuming its passage would 
destroy the feasibility of the cooperative’s generating stations. However, the 
cooperative also provides wholesale electric service to the Homer Electric As- 
sociation of Homer and will soon be providing wholesale service to the Kenai 
Lake Electric Cooperative, a newly organized REA system in Alaska which will 
serve 260 meters initially. In addition the Chugach Electric Association is 
negotiating to sell wholesale power to the Matanuska Electric Association of 
Palmer, Alaska, serving 3,200 meters and to the city of Seward serving 1,200 
meters. The interests involved are, therefore, not solely comprised of the city 
system as opposed to a single rural electric system. Rather it is a situation 
in which the interests of the city of Anchorage, which has very little investment 
in generation, must be weighed against those of four rural electric systems and 
a municipal system serving in all some 19,000 meters, and against the risk of 
endangering the financial feasibility of a $21 million investment in generation. 

Moreover, the withdrawal of nonfirm energy now being purchased by the 
Mhugach Electric Association, and the transforamtion of this nonfirm energy 
into firm energy, might be justified even so were the proposed modification 
undertaken by the United States and the added power made available to all 
customers equally. This, however, is not the case. No customer except the 
city of Anchorage will be able to benefit by S. 3222. The others will suffer a 
detriment. 

CONCLUSION 


Considering the foregoing circumstances, it appears abundantly clear to us 
that passage of S. 3222 constitutes special legislation designed to benefit a 
particular contractor of the Government at the expense of several other con- 
tractors in the same transaction for the sole purpose of allowing the contractor 
so benefited to postpone capital outlays which he would be otherwise under a 
duty to make immediately; and in addition thereto, to confer on the specially 
favored contractor a right to purchase extra quantities of firm power from a 
Federal project to the exclusion of all other customers of the Government in 
the area. 

We do not believe that the Chugach Electric Association should be penalized 
for its diligence in undertaking construction of its own generating facilities, 
nor do we believe that its consumers should be required to pay the additional 
$50,000 to $100,000 per year in wholesale power costs that would be incurred 
under S. 3222 in order that its neighbors served by the city of Anchorage may 
be allowed to postpone investment in their own generating facilities by being 
enabled to purchase additional firm power from the Eklutna project while no 
additional such power will be available to other customers of the Government. 

We ask, therefore, that action on S. 3222 be postponed until such time as 4 
plan is evolved which will result in a more equitable solution of the city’s 
problem in a manner that does not penalize other customers of the Government. 


Mr. Rosrnson. As the chairman well knows, our association is the 
national service organization for the REA-financed rural electric 
associations throughout the United States. Two of these systems 
Alaska, the Chugach Electric Association of Anchorage, and _ the 
Matanuska Electric Association of Palmer, which has no representa- 
tive here today, are both opposed to this legislation and have asked us 
to oppose it for them. | 
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Now the question arises, Why do these two systems object to the 
legisaltion? ; ; 

‘As the chairman is acquainted with them, the Chugach Electric 
Association is a very unusual cooperative. It serves in a densely popu- 
lated area. The co-op originally developed the territory around 
Anchorage, and I am told by its manager that it now serves approxi- 
mately, on a population basis, about one-half of the city of Anchorage 
itself, and that, on an area basis, it serves 60 percent of the metropolitan 
area. However, it did not go in there in competition with another 
system initially, but it went in to serve a growing area which has 
grown up around it. haw 

The cooperative at Anchorage, Chugach, has built its own 14,500- 
kilowatt steam plant to carry this load along and to meet its need for 
firm power. 

It has under construction at the present time a 15,000-kilowatt 
hydroplant. That is the Cooper Lake plant to which reference has 
previously been made. é ’ ers 

It has in total some $21 million invested in generating facilities. 

The feasibility of this system depends to some considerable extent 
on the availability of nonfirm power from the Eklutna project. This 
power would, of course, under the legislation now pending, be with- 
drawn from the cooperative and be made unavailable to it, and, as so 
transformed, be made available as firm power to the city of Anchorage. 

Why does the city ask that this be done? As I understand it, the 
city has only 6,000 kilowatts of generation, that being mostly diesel, 
compared to the some 30,000 kilowatts of the cooperative in opera- 
tion and under construction. So that, in essence, the city now de- 
pends on Eklutna for firm power. 

However, its comimtment of firm power from Eklutna is just about 
exhausted so that the city either has the alternative of investing in 
generation as the cooperative has done right along, or of attempting 
to take this dump power which the cooperative is now purchasing, 
turning it into firm power, and using it as firm power. _ 

We believe that this is, in effect, taking from the cooperative some- 
thing which it is entitled to in equity, and unjustly enriching one 
contractor of this project at the expense of another. 

We realize, of course, that the city has a problem, but we do not 
want the problem solved at a cost to us of what Mr. Orwoll said is 
$35,000 a year but which I believe would be more on the order of in 
excess of $50,000 a year. 

And, in answer to the chairman’s prior question, it would increase 
the power cost of the cooperative by about 10 percent on an average 
basis throughout the year. 

Senator Attorr. If you use the figure of $50,000, it would. The 
total bill was $512,000. I used $35,000 against that and came up with 
6.8 percent. 

Mr. Rostnson. That is correct. 

We believe also, Mr. Chairman, that there are, as has been recog- 
nized, several technical problems involved. 

_ The legislation as it is now written appears to provide for an unlim- 
ited advance of funds by the city without restriction at the option 
of the Bureau of Reclamation. 
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The study about which so much has been said here today could wel] 
involve several million dollars and there is the question of whether 
or not the Bureau would undertake this study. If so, the sole benefit 
which would derive from that study would flow to one particular 
customer of the project. And, the other beneficiaries of the project 
at the present time would suffer a detriment were that study carried 
into effect. 

Suppose the study is undertaken by the city. Suppose the Govern- 
ment dese not undertake the study. The study is financed by the city, 
and suppose the study ultimately leads to the conclusion that the 
project is infeasible. In that respect, the people of Anchorage may 
have invested several million dollars for nothing. 

In summation, it appears that the present existing dam can impound, 
with the proper disposition of dump energy, all of the water that is 
likely to flow in any normal water year and that the only purpose 
of this bill would be to transfer the benefits of such storage from 
one customer to another.’ And, Mr. Chairman, we do not believe 
there is any more justification for this than we believe there was 
justification for the purchase of the whole Eklutna project by one 
cooperative which was actually suggested many years ago and rejected, 
and for the same reasons. 

We do not believe that a Federal project should be used in this 
manner to benefit one of its customers at the expense of all the others. 

Senator Attorr. I would like to say this: You put it one way and! 
will agree in my own thinking that this is so. 

If the only purpose, the only thing that would be achieved would 
be to convert what is one association’s dump power to firm power for 
another, then it would not justify the expense. However, I think 
we have to go back to one fundamental thing, as I see it, and that is 
that, to justify this at all, you would have to find feasibility. 

Now, this means that you have to find that your ratio is more than 
1 and 1, and it would mean that there was a justification for building 
it and providing additional power for Anchorage if it was built. 

Now, the only point I made, and I certainly would have to think 
a long time before I changed my mind about this, is that if you do 
have feasibility—and I do not say that you have it here because no 
one knows, apparently—if you did have feasibility, I do not think that 
any organization being deprived of a certain amount of dump power 
under the present situation should keep the project from being built 
ar if this were not dump power you would not be purchasing it at 
6 mills. 

Mr. Rosrnson. That is quite correct. 

Senator Atxorr. I do not know how your contract reads but, if it 
were not dump power, it would not be 6 mills. Therefore, if there is 
a feasibility here, which I do not say there is, I do not recognize this, 
in my own mind, as a valid objection to proceeding simply because the 
one organization, the Chugach, then loses its right to purchase dump 
power at a cheaper price. 

Mr. Rostnson. Well, sir, I suppose that is a matter of opinion. 

Senator Atxtorr. After all, these people are preference customers, 
too. 

Mr. Rosrnson. Certainly. There is no question of who is a prefer- 
ence customer, and who is not, in this particular case. What you are 
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doing, in our view, is taking from the systems who now purchase that 
dump power the means of properly operating their generating systems 
in which they have invested some $21 million, and you are transferring 
this power to the city system to allow the city to postpone its own in- 
vestment in generating facilities. And that is all it can do, because 
there just is not so much advantage here as to completely eliminate 
the necessity of Anchorage building generation ultimately unless some 
other large Federal project is built. 

You are simply taking the power from one customer of this project 
and giving it to another in order to allow that second customer to de- 
lay the installation of his own generating facilities. And, you are 
doing this after the first customer has installed his generation facili- 
ties and is operating them with the benefit of the existing dump power. 

Now, this is purely a question of, I suppose, whose ox is being gored 
and what side of the fence you are on, but here you have an existing 

generating system dependent on this dump power. You have the city, 
| which has so far not installed very much generation, asking for what 
we believe is a disproportionate share of the Eklutna pie in order 
that it will not have to install any generation for several more years. 

If that is just, then I guess we are wrong. 

Senator AuLorr. Well, at the same time they are offering a quid pro 
quo for this. The only thing that you get out of it, as you now see 
it, is the electricity you now have plus this factor of dump power. 
I think this is where the question comes, if you state the question as 
you state it, that the only thing to be gained by this is taking dump 


et from the association and giving it to the city—as you state it— 


agree that you are right; but, if you find the feasibility for the con- 
struction of new power on the Eklutna, then I do not think your posi- 
tion is justified. 

’ a Rosinson. Well, sir, maybe we could define that point a little 
urther. 

There will not be, as I understand it, any more kilowatt-hours gen- 
erated. This project has just so much water flowing in; so much avail- 
able. All this will do is take this dump energy that is available at 
the present time and transform it into firm energy. It will not 
make additional energy available. It might make a slight additional 
amount of power available but you cannot increase the amount of 
energy available unless there is more water. 

Senator Atuorr. What was the testimony on that this morning? I 
do not recall. 

Senator GRUENING. It was contradictory. Some said it would pro- 
duce more and some said not. 

Senator Auxorr. I think it was contradictory. I think it turns 
around that question. 

I certainly understand your position. I think you understand the 
point that I thought we had to make and consider here. 

_Do you have any other testimony, Mr. Robinson, that you would 
like to give? 

Senator Gruenine. I would like to ask Mr. Robinson a question. 

Assuming that this were found to be feasible and the committee 
decided to go ahead and approve legislation, would not your problem 
be solved in a few years y development of another source such as 
a Lake? You would be only temporarily damaged, would 
you not 
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Mr. Rogrnson. Yes; assuming that you could authorize and con- 
struet. another major project in the area within a reasonably short 
period of time; but the temporary cost of $50,000 a year, as I under- 
stand it, would wipe out the entire margin that the cooperative jg 
earning above cost at the present time. 

As you well know, Senator Gruening, power generation in Alaska 
is an expensive and somewhat venturesome process, so that our folks, 
having some $21 million invested in power generation and in the 
future of Alaska, necessarily are anxious that this benefit they are 
getting from the Eklutna project not be taken from them. 

I think they feel this quite deeply because it will mean a very, yery 
substantial financial burden. on them if this type of legislation js 
enacted. 

Senator Auorr. Senator, while we are here—and I will have to 
take this up with the rest of the subcommittee, of course being the 
only member here, I wonder if you feel that in this case a sufficient 
case has been made for feasibility ? 

Senator Gruentna. No, I do not think any case has as yet been 
made for feasibility. 

Senator Atitorr. Now, Mr. Robinson, I would like to explore with 
you another matter for information purposes. 

I have here a plat that was given to me this morning by one of the 
witnesses. 

Since I do not have the advantage of knowing this area too well— 
and in fact hardly at all—how far north of Anchorage are the coal 
deposits ? 

Mr. Rostnson. Senator Allott, on that subject I am completely 
incompetent. 

Senator Atvorr. I will not ask you, then. 

Mr. Ardin has submitted a map entitled, “Chugach Electric Associa- 
tion, Preliminary Area Power Study,” and this will be made a part 
of the files in this case. 


STATEMENT OF GEORGE G. SHANNON, CITY MANAGER, 
ANCHORAGE, ALASKA—Resumed 


Mr. Suannon. Mr. Chairman, during Mr. Robinson’s testimony, 
another thought occurred to me. 

I do not think the city of Anchorage would be opposed to any 
proposal for the other two contractors joining the city at this time 
and preserving their contractual rights in the firm power that we 
generate. In other words, if the CEA wants to join in for their 
proportionate share and Matanuska wants to join, then there would 
be no argument according to Mr. Robinson’s contention of fairness. 

We understand that they are not desirous of doing that. 

If they are, we would certainly change our position. 

Senator Atiorr. Do you want to comment on that before we close, 
Mr. Ardin? 
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STATEMENT OF CLYDE M. ARDIN, CHUGACH ELECTRIC 
ASSOCIATION, INC.—Resumed 


Mr. Arptn. Basically, we feel that the area can achieve an inte- 
grated power program without the additional expenditure. 

If the additional expenditure is desirable—the project is feasible— 
I am sure that Chugach would welcome the opportunity to become a 
participant in it. 

Senator Axtxtorr. All right. 

Mr. Lineweaver. Mr. Chairman, I would just like to make this 
observation. 

This hearing was called primarily to hear Mr. Shannon while he 
was in town and it was not the intention, pending the feasibility 
report from the Department and the corps or whatever other agency 
might be involved, to take any action at this time. 

Is that correct? 

Senator Grureninc. Well, I will say that the meeting was held 
primarily to accommodate Mr. Shannon, but I do not think that the 
committee was precluded from taking any action that it saw fit 
to take. 

Senator Attorr. The committee will stand in recess on this par- 
ticular matter subject to the call of the chairman. 

The hearings will not be closed and they will be open for such 
testimony as the chairman shall decide at a subsequent time shall 
be necessary. 

Senator Gruentne. And I would like to suggest that, in view of 
the testimony given today, if any of the interested parties present 
want to submit any additional material either in refuting something 
that was said or adding to what they have said, I think the com- 
mittee would be glad to have it. 

Senator Anxorr. I think so, if they will be as careful as they can 
to avoid repetition. 

(Whereupon, at 3:15 p.m., the subcommittee recessed, subject to the 
call of the chairman. ) 
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